
ED 292 899

TITLE

INSTITUTION

REPORT NO
PUB DATE
NOTE

AVAILABLE FROM

PUB TYPE

DOCUMENT RESUME

UD 026 063

Welfare: Reform or Replacement? (Work and Welfare).
Hearing before the Subcommittee on Social Security
and Family Policy of the Committee on Finance. United
States Senate. One Hundredth Congress, First
Session.
Cong:lss of the U.S., Washington, D.C. Senate
Committee on Finance.
Senate-Hrg-100-320
23 Feb 87
418p.; For hearing on child support enforcement, see
UD 026 080. Many pages contain small print.
Superintendent of Documents, Congressional Sales
Office, U.S. Government Printing Office, Washington,
DC 20402.
Legal/Legislative/Regulatory Materials (090) --
Statistical Data (110)

EDRS PRICE MF01/PC17 Plus Postage.
DESCRIPTORS Budgeting; Child Neglect; *Child Welfare; Employed

Parents; Family Programs; *Federal Programs;
Government Role; *Lower Class Parents; Parent Child
Relationship; *Parent Responsibility; Parent Role;
Policy Formation; Pregnant Students; *Program
Development; Program Effectiveness; Program
Implementation; Program Proposals; Retrenchment;
Unemployment; Unwed Mothers; *Welfare Services; Well
Being

IDENTIFIERS Child Health Care; Child Protection; Child Support;
Workfare

ABSTRACT
This document presents the hearings on work and

welfare before the Senate Subcommittee on Social Security and Family
Policy of the Committee on Finance. Testimony is presented by expert
witnesses, and by individuals and groups with an interest in the
welfare of children and families. The following are among the issues
addressed: (1) the basic principles that should guide legislative
action on behalf of dependent children and their families; (2) how
parental responsibility for the care of children can be better
enforced; (3) how poor parents can be helped to increase their
incomes through work; (4) how government policy can effectively
distinguish between households likely to be dependent for short and
long periods of time; (5) what role various levels of government
ought to play; and (6) how programmatic recommendations can be
implemented in a period of fiscal restraint. (BJV)

*******************************************************************w***
Reproductions supplied by EDRS are the best that can be made

from the original document.
***********************************************************************



S. HRG. 100-320

WELFARE: REFORM OR REPLACEMENT?
(Work and Welfare)

HEARING
BEFORE THE

SUBCOMMITTEE ON
SOCIAL SECURITY AND FAMILY POLICY

OF THE

COMMITTEE ON FINANCE

UNITED STATES SENATE
ONE HUNDREDTH CONGRESS

FIRST SESSION

FEBRUARY 23, 1987

Printed for the use of the Committee on Finance

U.S. GOVERNMENT PRINTING OFFICE

78-474 WASHINGTON : 1987

For sale by the Superintendent of Document', Congressional Sales Office
US. Government Printing Office, Washington, DC 20402

3



COMMITTEE ON FINANCE

LLOYD BENTSEN, Texas, Chairman

SPARK M. MATSUNAGA, Hawaii BOB PACKWOOD, Oregon
DANIEL PATRICK MOYNIHAN, New York BOB DOLE, Kansas
MAX BAUCUS, Montana WILLIAM V. ROTH, Ja., Delaware
DAVID L. BOREN, Oklahoma JOHN C. DANFORTH, Missouri
BILL BRADLEY, New Jersey JOHN H. CHAFES, Rhode Island
GEORGE J. MITCHELL, Maine JOHN HEINZ, Pennsylvania
DAVID PRYOR, Arkansas MALCOLM WALLOP, Wyoming
DONALD W. RIEGLE, Ja., Michigan DAVID DURENBERGER, Minnesota
JOHN D. ROCKEFELLER IV, West Virginia WILLIAM L ARMSTRONG, Colorado
THOMAS A. DASCHLE, South Dakota

Wilma' J. Wnaugs, Staff Director and Chief Counsel
MARY McAuum, Minority Chief of Staff

SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY

DANIEL PATRICK MOYNIHAN, New York, Chairman

DAVID L BOREN, Oklahoma
GEORGE J. MITCHELL, Maine
THOMAS A. DASCHLE, South Dakota

4

BOB DOLE, Kansas
DAVID DURENBERGER, Minnesota
WILLIAM L ARMSTRONG, Colorado



CONTENTS

PUBLIC WITNESSES

Agnos, Hon. Art, 3alifornia State Assembly, Peg::
District 16, an Francisco, CA 80

Evans, Hon. Daniel J., U.S. Senator from the State
of Washington 124

Kennedy, Hon. Edward M., U.S. Senator from the State
of MassachJsetts 125

Rockefeller, Hon. John D. IV, U.S. Senator from the
State of West Virginia 128

Levin, Hon. Sander, U.S. Representative from he State
of Michigan 133

Adams, Hon. Brock, U.S. Senator from the State
of Washington 149

Gardner, Hon. Booth, Governor, State of Washington 149
Gueron, Dr. Judith, president, Manpower Demonstration

Research Corporation, New York, NY 163
.'olberg, William H., President and CEO, National

Alliance of Business, Washington, DC 192
Mead, Lawrence, Professor, New York University;

visiting professor, Lafollette Institute, University
of Wisconsin, Madi3on, WI 211

Reischauer, Robert, Brookings Institution,
Washington, DC 227

Lerman, Robert, Professor, Center for Human Resources,
Heller School, Brandeis University, Waltham, MA 262

McEntee, Gerald W., President, American Federation of
State and County Municipal Employees, Washington, DC- 302

Kean, Hon. Thomas H., Governor, State of New Jersey 339
Ashcroft, Hon. John, Governor, State of Missouri 348
Larson, Hon. John, President, Connecticut State Senate,
accompanied by Fredrica Gray, Executive Director,
Permanent Commission on the Status of Women, and
Cecilia J. Woods, Legislative and Research Director,
Senate Democratic Office, State of Connecticut 371

ADDITIGNAL INFORMATION

Committee press release 1

Opening prepared statement of Senator Moynihan 2
Staff data and materials on Employment and Training
Programs for AFDC Recipients, by the Staff of the
Committee on Finance 9

Prepared statement of:
Art Agnos 89

Letter to Senator Moynihan 86
GAIN (Greater Avenues for Independence) 97
How workfare became law--an amazing compromise,

from the Sacramento Bee, Oct. 13, 1985 105



IV

Workfare Program Modeled on 'Best' of Other
States' Plans, from the L.A. Times,
Sept, 29, 1985, 109

A Welfare Revolution, from the Washington Post,
Apr, 4, 1986 111

California invests in 'workfare', from the
Christian Science Monitor, Aug. 12, 1986 113

County program leads in state job training push,
from the NAPA Valley Times, Aug. 20, 1986 115

Workfare Works, from the Los Angeles Times,
Sept. 29, 1986 117

'Workfare' plan is paying off for the
unemployed, from the Sacramento Union,
Feb. 2, 1987 118

Local survey shows most welfare recipients eager
for work program, from the Sacramento Union,
Nov. 10. 1986 120

Work-for-welfare program working, from the
Imperial Valley Press, Jan. 15, 1987 121

WIN one for workfare, from the Tribune,
Oct. 15, 1986 122

County officials can't get US welfare rule
changed, from the Fresno Bee,
Sept. 26, 1986 123

Senator Edward M. Kennedy 131

Representative Sander M. Levin 140
Governor Booth Gardner 155
Judith M. Gueron 178

Buckets of Welfare, from the Washington Post.
Feb. 17, 1987 168

Letter to Senator Moynihan regarding the
WIN program 174

William H. Kolberg 197
Lawrence Mead 213
Robert D. Reischauer 230

Work and Welfare: The Case for New Directions
in National Policy, from the Center for
National Policy 288

Robert I. Lerman 264
Letter to Senator Moynihan 280

Gerald W. McEntee 308
Statement of Robert McGlotten 329

Hon. Thomas H. Kean 343
Letter to Senator Moynihan 363

Hon. John Ashcroft 353
Hon. John Larson 376

COMMUNICATIONS

Statement by the American Jewish Committee 384
Letter from the California Family Support Council 391
Letter to John Dougherty, District Attorney, Sacramento
County from the Superior Court of the State
of California 399

Summary of action of the house of delegates
American Bar Association, 1986 annual meeting 400

Statement of Joseph F. Delfico, Senior Associate
Director, Human Resources Division, GAO 402

6



WELFARE: REFORM OR REPLACEMENT? (WORK
AND WELFARE)

MONDAY, FEBRUARY 23, 1987

U.S. SEN ATE,
COMMITTEE ON FINANCE,

SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY,
Washington, DC

The subcommittee met, pursuant to recess, at 9:35 a.m. in room
SD-215, Dirksen Senate Office Building, the Honorable Daniel Pat-
rick Moynihan (chairman) presiding.

Present: Senators Moynihan, Bradley, Rockefeller, and Danforth.
Also present: Senators Kennedy, Adams, and Evans.
[The press release announcing the hearing, the prepared state-

ment of Senator Moynihan and staff data and materials prepared
by the Committee on Finance follow:]

Wren Helton No H-161

SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY ANNOUNCES THREE FURTHER
HEARINGS ON "WELFARE: REFORM OR REPLACEMENT'?"

WASHINGTON, DC.Senator Daniel Patrick Moynihan (D., N.Y.), Chairman, an-
nounced today that the Subcommittee on Social Security and Family Policy of the
Senate Finance Committee will continue with its series of five hearings on "Wel-
fare: Reform or Replacement?" The three upcoming hearings will focus on the fol-
lowing aspects of the welfare system: February 20Child Support Enforcement;
February 23Work and Welfare; and March 2Short-term vs. Long-term Depend-
ency.

Senator Moynihan stated that the Subcommittee expects to receive testimony at
these hearings from expert witnesses as well as from individuals and groups with an
interest in the welfare of children and families.

The Chairman said he anticipates that the witnesses will address such issues as:
the basic principles that should guide legislative action on behalf of dependent chil-
dren and their families; how parental responsibility for the care of children can be
better enforced; how poor parents can be helped to increase their incomes through
work; how government policy can effectively distinguished between households
likely to be dependent for short and long periods of time; what role various levels of
government ought to play; and how programmatic recommendations can be imple-
mented in a period of fiscal restraint.

These hearings will begin at 9:30 A.M. on the dates shown above, in Room SD-215
Dirksen Senate Office Building.

(1)
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MAKING WELFARE WORK

Statement by

Senator Daniel Patrick Moynihan

Chairman

Senate Committee on Finance

Subcommittee on Social Security and Family Policy

Hearing IV: "Welfare: Reform or Replacement?"

Dirksen Senate Office Building

Moviay, February 23, 1987
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It is no secret that the surest way out of poverty is to

find and keep a good job. We in the Congress know it. The

Administration knows it. State and know it.

Just the other day,, Governor Bil. Clinon, Cna,rman of the

National Governors Association, put it very well:

What we want to do is turn what is now primarily a
payments system with a minor work component into a system
that is first and foremost d jobs program, supported by an
income assistance component. Our proposal focuses on
education, training and employment for the families now
dependent on the welfare system,, along with a decent
living standard with which these families can support
their children while they strive for self-sufficiency.

The first thing we should do is help poor parents who are

not now employed to find joss. In doing so, we must remain

mindful that, in 1986, the poverty line for a mother and one

child was $7,370, for a mother with two children, $8,738. If a

mother worked full-time, year round at the minimum wage of $3.35

per hour, she'd earn only $6,968. The Joint Economic Committee

reports that 58% of net new employment created between 1979 and

1984 paid annual wages of less than $7,000.

To address this situation, we ought to do two additional

things: We must help single mothers obtain child support

payments due them from absent fathers and, if these child

support payments plus earned income still prove inadequate in

meeting the needs of dependent children, we must supplenvit the

family's inccoe.

Recurring Themes

In our hearings to date, three themes recur: First, the

primary responsibility for child support rests with parents. In
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single-parent families, the absent parents -- fathers 90% of the

time -- must contribute toward their children's support.

Second, there is agreement that whether children live with

both parents, or just one, able-bodied parents have a

responsibility to support their children ty working. Toward

this end, we ought to remove the barriers to employment for

low-income parents. A poor single mother cannot work if she

cannot afford child ca,:e or if she loses health care for her

family when she accepts a job. A poor father is unlikely to

work longer hours if he loses income and health care for his

family when he works one hour over 100 in a month.

We also need to provide state governments with stable,

sufficient resources and the flexibility to design and implement

programs that will help low-income parents enter the labor

force. Many states have already launched promising new

programs. State officials tell us they know what needs to be

done and they are looking to the federal government for some

help in getting on with the task.

Third, If a household's income -- from parental child

support payments and earnings -- still proves inadequate, we

must provide supplemental income to the family. Such assistance

could come in the form of a time-limited child-support

supplement or through an earnings subsidy. For example, the

present Earned Income Tax Credit (EITC) could be adjusted by

household size. A second possibility is to provide a targeted

wage subsidy to low-income earners. In either case, the

additional income comes through work,, not welfare.
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Work and welfare

When the original Aid to Dependent Children (ADC) program

was created as Title IV of the Social Security Act in 1935,

married women clic, not work outside of the home. They kept house

and looked after the children while their husbands earned the

family income. The ADC program provided income assistance to

widowed mothers so they could continue to stay home and raise

their children.

Times have changed. Women with children have entered the

labor force in record numbers. In 1986, 72% of mothers with

children aged 6 through 17 were in the labor force, up from 55%

in 1975. In 1986, 54% of mothers with children under the age of

6 were in the labor force, up from 39% in 1975. Although most

of these mothers do not work full-time, year round, the

essential point is that a majority of all mothers, whether

single or married, work at least part time. In 1985, only

one-third of mothers did not work at ell.

It is now the normal experience of mothers to work, at

least part time. This accounts for the expectation and the

desire that AFDC mothers should do likewise. But for a long

while, we could not agree on how to get AFDC mothers into the

labor forces One faction pushed "workfare" requirements that

were largely punitive. Others sought massi...a ezhlic employment

programs. Our recent experience with this approacF, the

Comprehensive Employment Training Act, proved very expensive

and, for the most part, provided employment to very few

long-term AFDC recipients. The impasse seemed insurmountable.

11
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The Emerging Consensus

Yet, in the last ten years, liberals and conservatives

have found common ground on the issue of work and welfare.

Simply put, poor adults who are able should be helped to work.

Conservatives have persuaded liberals that there is

nothing wrong with obligating able-bodied adults to work.

Liberals have persuaded conservatives that most adults want to

work and need some help to do so. The result is a new

welfare-to-work program that vigorously encourages or requires

poor adults to participate and that provides these adults with

skills training, help in finding jobs, and supportlee services

such as child care.

This meeting of the minds coincided with a period of

cooperative federalism. In 1981, the federal government gave

states the flexibility to test new work programs unser I.:irk

Incentive (WIN) demonstration project authority and the results

are encouraging. On the whole, welfare recipients participating

in these pilot programs have made modest but measurable gains in

finding )ohs, increasing their income. and shortening their stay

on the welfare rolls.

JED7 and WORC

Still, it is important to recognize that there are no

magic bullets. Work requirements and work-training programs

cannot, by themselves, solv. the problem of poverty. This does

not mean that such requirements and programs should be

abandoned. On the contrary, every effort should be made to help

12
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poor parents find work. It is better for everyone Involved, not

least of all the children, that we keep trying.

Toward this end, I have joined a number of my colleagues

in cosponsoring Senator Kennedy's Jobs for Employable Dependent

Individuals Act (JEDI). This bill would reward states for

successfully finding jobs for long-term AFDC recipients.

In ..ddition, I will soon reintroduce, with my friend in

the House, Representative Sander Levin, legislation entitled the

Work Opportunities and Retraining Compact (WORC). The WORC bill

would require states to establish work, training, and education

programs for AFDC recipients. The purpose of the bill is

plain: to help low-income parents move successfully from

welfare rolls to payrolls.

WORC's requirements cut both ways. Certain able- bodied

recipients would be obligated to participate in the program. In

turn, states would be required to provide work, training and

education programs of their own design, along with necebsary

support services, such as child-care and transportation.

The federal government would match the states' work and

training expenses at the rate of 70% on an open-ended basis.

This should provide states with the stable funding source they

need, as well as allow them the flexibility they desire in

structuring programs to respond to local circristances.

Work and Child Support

Major elements of the WORC bill will mesh neatly with the

new child support program I've been talking about.

13
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In single-parent families, the absent fathers would be

required to share a portion of their incomes with their

children. More uniform and equitable standards of child

support, together with mandatory and automatic wage-withholding

should help to increase child support collections and send a

clear message to men: If you father a child, you will be

responsible for helping to support that child until he or she

reaches age 18.

Custodial parents, usually mothers, would be expected to

work, at least part time, to help support their children. The

WORC bill, or something akin to it, would provide the resources

and general framework states need to help these.akow-income

mothers train for, find, and keep jobs.

Improving child support enforcement efforts will raise the

income available to children without increasing welfare

payments. Helping poor unemployed parents to take jobs and

supplementing low wages -- by aejusting the EITC for household

size or by providing a wage subsidy -- will increase family

income by rewarding work, rather than by providing welfare.

There is widespread agreement that these are worthwhile

objectives. There is also strong bipartisan consensus that

investing in basic educational and work-training skills now will

produce a lung -term payoff in reduced dependence on welfare,

greater labor force productivity, and increased tax revenues.

In this 100th Congress, we have a rare opportunity to

act. Let us seize the moment; we have neither time nor children

to waste.

14
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STAFF DATA AND MATERIALS
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EMPLOYMENT AND TRAINING PROGRAMS

FOR AFDC RECIPIENTS

(prepared by the staff of the Committee on Finance)

February 20, 1987
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A. EMPLOYMENT AND TRAINING PROGRAnG

FOR AFDC RECIPIENTS

Introduction

Providing employment, education and training services
for recipients of hid to Families with Dependent Children (A"DC)
has long been a major concern of the Committee on Finance. In
1956 the Committee approved amendments to the Social Security Act
that authorized Federal matching for these kinds of activities.
In 1967 the Committee developed amendments that established the
basic structure of the Work Incentive (WIN) program. Amendments
to strengthen the WIN program were initiated by the Committee in
1971. Also in 1971, the Committee initiated legislation to
provide a tax credit for employers who hired WIN participants.

In 1981, when the Administration proposed the community
work experionce program (CWEP), popularly known as "workfare",
the Committee approved that proposal and also initiated
legislation to create two alternative programs: WIN
demonstrations and work supplementation. Thus, the structure
that is now in place to assist AFDC applicants and recipients in
preparing for and finding employment has been very largely the
work of this Committee.

Not all of the work and training proposals that have
been developed by the Committee have been enacted into law. In
particular, the Committee approved a major restructuring of
welfare programs in 1972 that would have placed all adult welfare
recipients (excluding mothers with children under age 6 and some
other individuals) in a work and training program that emphasized
job placement and training for those relatively "job ready", and
a job guarantee program for those who could not be placed in
unsubsidized employment. Persons in these programs would not
have been eligible for welfare payments.

Currently, the Social Security Act gives States broad
latitude in operating work and training programs for welfare
recipients. The statute requires that the WIN program be
operated in all States, but it allows States to choose to operate
a WIN demonstration program as an alternative to the regular WIN
program. The major difference between WIN and WIN demonstration
programs lies !n who has responsibility for operating the
program. The regular WIN program is administered jointly by the
Department of Labor and the Departs.:-t of Health and Human
Services at the Federal level, and jointly by welfare agencies
and employment services at the State level. WIN demonstration
programs, on the other hand, are under the Department of Health
and Human Services at the Federal level, and the welfare agency
at the State level. An additional important difference between
WIN and WIN demonstration programs is that, under the latter,
States are completely free to design their own programs.

16
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The other programs that States may elect to operate--
CWEP, work supplementation and welfare agency job search--are all
under the direction of the State welfare agency. Thus, current
lay gives the State welfare agencies the opportunity to take over
full responsibility for their work and training programs, and to
offer a wide variety of activities of their own choosing.

Perhaps the major concern of many States at this time is
not any limitation on their authority, but on their funding.
Certain program activities (CW2P, work supplementation and job
search) are generally eligible to receive 50 percent Federal
funding on an open-ended entitlement basis as part of the State's
AFDC administrative expenses. However, none of the 50 percent
matching money may be used for institutional-type education and
training activities. States that wish to provide these kinds of
activities must use WIN funds, but funding for WIN has recently
been cut back severely. (Institutional training may be available
to AFDC recipients under the Job Training Partnership Act, but
this program is operated under the aegis of the Depirtment of
Labor and, at the State level, by an administrative structure
separate from the welfare agency.)

The employment and training activities that are
currently authorized under title IV (the Am title) of the
Social Security Act are described in more detail below:*

Work Incentive Program

When the Finance Committee approved legislation to
create the WIN program, it anticipated that the program would
serve very large numbers of AFDC recipients. The Committee
commented in its report that "... it is anticipated that
virtually all individuals who are referred to the Secretary of
Labor by the welfare agencies will participate in the program."
The Committee's expectations were never realized, because
appropriations for the program remained very much smaller than
was originally estimated.

* See Tables 1, 2 and 3 for information on State participation
in the work and training programs authorized under title IV.

17
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From 1968 until recently, however, the WIN program has
served as the major program providing welfare recipients with
employment-related services. The WIN legislation authorizes a
very broad range of activities, including job placement,
intensive job search services, on-the-job training, institutional
and work experience training, and public service employment.
Supportive services, including child care and transportation
services, counseling and others, are also authorized under the
legislation.

The legislation that authorizes WIN also provides the
only Federal work requirement applicable to AFDC applicants and
recipients. All applicants and recipients must register for and
participate in WIN activities to which they are assigned except:
(1) a child under age 16 or a full-time student; (2) persons
who are ill, incapacitated or of advanced age; (3) a person
remote from a WIN site; (4) a person needed in the home to care
for another member of the household who is ill or incapacitated;
(5) the parent or relative of a child under age 6 who is
providing care for the child except for brief and infrequent
absences; (6) a person working at least 30 hours a week; (7) a

pregnant woman; and (8) a parent if the other parent is required
to register.

The law prescribes penalties for persons who refuse to
participate in WIN without good cause. In the case of a single-
parent family, the penalty is loss of benefits payable on behalf
of the individual who refuses to comply. In this case,
protective payments must be made on behalf of the other family
members. If the principal earner in a two-parent family eligible
on the basis of the parent's unemployment refuses to comply, the
penalty is loss of benefits to the entire family. The period for
loss of benefits is three months for the first refusal to comply
and six months for the second and any subsequent refusals.

The WIN statute establishes priorities that States are
supposed to follow in assigning individuals to WIN activities:
(1) unemployed fathers, (2) mothers who volunteer for
participation, (3) other mothers, and pregnant women under age
19, (4) dependent children and relatives age 16 or over who are
not in school, working or in training, and (5) all other
persons.

WIN is administered jointly at the Federal level by the
Department of Labor and the Department of Health and Human
Services. At the State and local level, it is administered
jointly by the welfare (or social services) agency and the
employment service.

The welfare and employment agency personnel who
administer the program are required to be co-located to the
extent possible. Together, they are required to conduct an

18
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appraisal interview with each WIN registrant, and to develop an
employability plan that includes both an employment component and
a supportive services component. There must be a certification
that the individual has been (or will be) provided with any
necessary supportive services, including day care, before the
individual can be certified for placement in a WIN component.

The Federal Government pays 90 percent matching for the
costs of the WIN program. States must pay 10 percent of the
costs, either in cash or in kind.

Half of WIN funds are allocated to the States on the
basis of the number of WIN registrants in the State; the other
half are allocated by the Secretary of Labor as he determines
will best meet the purposes of the program.

Appropriations for the WIN program have always been
below the levels estimated when the legislation was passed, and
recently the program has experienced severe cuts. Appropriations
for WIN since fiscal year 1980 have been as follows: - $365
million, 1981 - $365 million, 1982 - $281 million, 1983 - $271
million, 1984 - $267 million, 1985 - $264 million, 1986 - $211
million, and 1987 - $103 million. The appropriation for 1987 has
been designated for use in the fikst nine months of the fiscal
year. Table 4 shows WIN State allocations for fiscal years 1986
and 1987.

Enactment of the Community Work Experience Program (CWEP)

The Reagan Administration proposed legislation to create
the Community Work Experience Program (CWEP) as part of its 1981
budget proposals. The Committee on Finance approved the CWEP
proposal, with one major change. The Committee decided to make
CWEP an optional, rather than a mandatory, program for the
States. CWEP, as approved by the Committee, became law in 1981.

The concept behind the CWEP program is that recipients
should be required to work in exchange for their welfare
benefits. The program was widely described at the time of
enactment as an expansion to the Federal level of a demonstration
program undertaken as part of California's welfare reform program
when Ronald Reagan was Governor of that State. Actually, it
differed only in detail from the community work and training
programs that States were authorized to operate under the AFDC
law during much of the 1960s.

T e stated purpose of the State CWEP programs is "to
provide experience and training for individuals not otherwise
able to obtain employment in order to assist them to move into
regular employment." The statute limits programs to those which
serve a useful public purpose in fields such as health, social
services, environmental protection, education, urban and rural

19
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development, welfare, recreation, public facilities, public
safety, and day care. The law also states that, to the extent
possible, the prior training, experience and skills of a
recipient are to be used in making work experience assignments.

The legislation requires State welfare agencies to
provide certain protections: (1) appropriate health and safety
standards; (2) that the program does not result in displacement
of persons currently employed, or the filling of established
unfilled vacancies; (3) reasonable conditions of work, taking
into account the geographic region, residence and proficiency of
the participant; (4) that participants will not be required to
travel an unreasonable distance from their homes; (5) a
limitation on the hours of work required which is consistent with
the greater of the Federal or applicable State minimum wage in
relation to the family's AFDC benefit; and (6) payment for
transportation and other costs, not in excess of an amount
established by the Secretary, which are reasonably necessary and
directly related to an individual's participation in the program.

The Finance Committee noted in its report: "Because
participants would not be required to work in excess of the
number of hours which, when multiplied by the greater of the
Federal or the applicable State minimum wage, equals the sum of
the amount of aid payable to the family, individuals
participating in these programs would have time to seek regular
employment." The Committee further emphasized placement in
regular employment by adding language which had not been included
in the Administration's proposal, requiring the chief executive
officer (Governor) of each State to provide coordination between
CWEP and the WIN program to insure that job placement will have
priority over participation in the community work experience
program."

The 1981 law provides that all persoqs required to
register under WIN may be required to participate in a community
work experience program unless they are currently employed for 80
or more hours a month with earnings not less than the applicable
minimum wage for such employment. In addition, mothers caring
for a child under 6 but not under 3 may, at the discretion of the
State agency, be required to participate in CWEP if child care is
available. (Mothers caring for a child under 6 are not required
to register for WIN.) Persons who are so remote from a WIN
project that their participation in that program is precluded may
also be required to participate in CWEP.

The CWEP sanctions are the same as those under the WIN
program. If an individual who is required to participate refuses
to do so without good cause, he is removed from the grant and the
family's benefit is 'reduced. However, in the case of a two-
parent family which 14 eligible on the basis of the unemployment
of the principal earner, the entire family is removed from the

20
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AFDC rolls. In the case of a first refusal, the sanction period
is three months. In the case of second or subsequent refusals,
the sanction period is six months.

State.expenditures for administering CWEP are matchable
at the 50 percent rate that applies to AFDC administrative costs
generally. However, matchable expenditures may not include the
cost of making or acquiring materials or equipment, or the coat
of supervision of work. Participants in a CWEP program may not
be required to use their assistance or their income or resources
to pay for necessary participation costs, such as day care or
transportation. If a State is unable to provide necessary
services directly to a participant or through a third party, the
State must provide reimbursement for necessary transportation and
day care costs that are incurred by the recipient and directly
related to participation (within limitations).

Finance Committee Approval of Alternative Programs

The Congress went considerably beyond the
Administration's 1981 request for new work program legislation by
approving additional alternative employment programs for AFDC
recipients. As part of its package of 1981 Reconciliation Act
proposals, the Finance Committee included not only the optional
CWEP program but, in addition, a proposal for a WIN demonstration
program, and for a program aimed at making "employment a more
attractive alternative to welfare dependency," which the
Committee called "work supplementation". These two additional
alternatives were supoorted by the Administration, and were also
approved by the House as part of the Gramm-Latta substitute.

The Finance Committee, in language written for the
report on the new alternative programs, emphasized the statutory
objective of the AFDC program of helping "parents or relatives to
attain or retain capability for the maximum self-support and
personal independence consistent with the maintenance of
continuing parental care and protection." "This objective", the
Committee stated, "reflects the consensus of American society
that dependency on welfare is an undesirable situation both from
the point of view of society and from the point of view of the
individual recipient. In some cases, certainly, it may be an
unavoidable situations and the existence of the welfare program
reflects that reality. But even in such cases, the goal should
be to minimize insofar as possible the extent and duration of
dependency."

While urging adoption of the new alternative programs,
the Committee also expressed its support of the existing WIN
program:

The WIN program, as substantially revised in
1971 and in 1980 by amendments proposed by this
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Committee, remains the only part of the Ptderal
AFDC statute which is aimed specifically at the
goal of achieving independence from welfare through
ea loymeot. This program has enjoyed solve success
in nelping those it has served to attain
employment. 11,.:oever, the available resources for
the WIN program havq Heated the proportion' of AFDC
recipients it can ctively serve. The LommIttee
believes that chusges in the law are needed to
enable the Sta.'s' to supplement the WIN program
with programs of their own to assist and encourage
recipients to attain inaspendence. In recommending
such changes, however, the Committoe is not
proposing to repeal the WIN grogram nor
recommending any diminution in the ruanurces
devoted to it.

WIN Demonstration Programs

The WIN demonstration authority adopted by the Committee
was taken from a bill (S. 986) first inttoeuced by Senators David
Boren (D., Okla.) and Daniel Patrick Moynihan (D., N.Y.). In

discussing the bill in a Senate floor strtement, Senator Boren
criticised the WIN program as having two serious flaws". These
he identified as "dual administration (NNS and DOL) and
inflexibility within the system- -which resat in a lack of agency
accountability, cumbersome administrative vulos and regulations,
high cost and poor performance."

The Senator commented further:

Many States have indicated they could run more
efficient programs than currently exist< This bill

provides us an opportunity to utii re State and
local units of government which aro the most
responsible, best equipped and most competent
revels of government to develop and adrInister
programs to meet the needs of familir with
children.

The legislation authorizes the States, ar an alternative
to the existing work incentive program, to operate a work
incentive demonstration program for the gurpo.. of demonstrating
single agency administration of the work-related objectives" of
the AFDC program. The law requires the Governor of the State to
submit to the Secretary of HHs a letter of application providing
evidence of intent, along with an accompanying State program n'an
specifying (1) that the operating agency would be the State
welfare agency, (2) that required participation criteria u'
be the same (Statewide) as are applied under tLe WIN prograt , and

(3) the objectives which the State expected to meet, with
emphasis on how the State expected to maximize client placement
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in nonsubsidized private sector employment. In addition, the
plan must describe the techniques to be used to achieve the
objectives of the demonstration program, including (but not
limited to) maximum periods of participation, job training, job
find clubs, grant diversion to either public or private sector
employers, services contracts with State employment services,
prime sponsors or private placement agencies, and performance-
based placement incentives.

The W/N demonstration legislation provides specifically
that "a State shall be fres to design a program which best
addresses its individual needs, makes best use of its available
resources and recognizes its labor market conditions." The
Secretary of RHS may disapprove an application only if he
determines that the State program plan would be less effective
than the regular WIN requirements. In addition, the Secretary
has responsibility for evaluating the demonstration programs.
According to the Committee report, "the Committee believes that
the results of the evaluations would provide insight into ways to
improve the administrative mechanism of programs which are
designed to provide employment for welfare recipients."

WIN demonstration programs were originally authorized to
operate for no more than three year *. The legislation has been
amended, however, to allow States to operate programs through
June 30, 1988. Currently 26 Stater are operating WIN
demonstration programs. (See Tables 1, 2 and 4.)

Work Supplementation

The third alternative approved by the Committee and
ultimately by the Congress was called "work supplementation". As
mentioned earlier, the work supplementation program was "designed
to make employment a more attractive alternative to welfare
dependency." The basic concept of the program was described in
the report as allowing States to "utilize part of the funding now
devoted to welfare grants to provide or subsidize employment
opportunities which would be available on an entirely voluntary
basis for individuals who would otherwise be dependent upon
AFDC."

To generate funding for the subsidized jobs, the
Committee amendment authorized States to lower all AFDC grant
levels, or lower them selectively for certain geographic areas or
for certain categories of recipients whom they determine to be
mo.t employable. The funding saved by lowering the grant levels
may be used to make jobs available for the recipients affected.

The work supplementation legislation gives States
complete flexibility in determining who may be included in the
program, providc1 individuals meet the State's May, 1981 AFDr'

23



18

- 9 -

eligibility requirements (or those requirements as modified under
subsequent Federal legislation).

Originally, the legislation defined a supplemented job
as one provided by* the State or local agency administering the
program; public or nonprofit entity for which all or part of
the wages are paid by the administering agency; or a proprietary
child care provider for which all or part of the wages are paid
by the administering agency.

Emphasising the intent "to make work more attractive
than welfare", the Committee report noted that the legislation
"would provide significantly different approach to work
incentives as compared with the existing AFDC system. States
would be specifically authorised", the report continues, "to
lower AFDC standards so as to increase the attractiveness of
employment as compered with welfare dependency, and could make
any necessary further adjustments to correct for offsetting
increases which might occur in other needs-based programs, such
as the food stamp program. . . Inasmuch as the program is
designed to provide work incentives in the form of work as an
alternative to welfare, States would also be permitted to reduce
or elimin fe the amount of earnings disregarded in calculating an
AFDC grant. To avoid the disincentive to employment which might
result from the loss of Medicaid eligibility, States would be
authorised, at their option, to continue that eligibility for
individuals who accept employment in jobs subsidised by the work
supplementation program."

LegisAtion enacted in 1984 added greater flexibility to
the work supplementation program. The 1984 amendments allowed
the use of AFDC benefits to subsidise jobs provided by any
private employer, rather than limiting subsidies to public and
private nonprofit employers, as was the case under prior law.
The amendments also gave the States flexibility in the manner in
which they could divert funds to employers by allowing them to
develop their ,wn methods - -for example, by diverting grant on
an individual case basls, or by pooling the grants of AFDC
recipients actually participating in the program. The amendments
limited Federal funding for the program to the aggregate of nine
months worth of unreduced welfare grants for each participant in
the program, or less if the person participated for shorter
time. The new law also allowed States to offer $30 plus one-
third disregard for up to nine months for individuals
participating in the program.

Although States were very slow in taking advantage of
the work supplementation alternative, there has been increased
interest in it in recent years, and the Department of HHS reports
that 15 States now operate some version of "work
supplementation". Most projects are small in ecale. (See Table
3 for information on state.programs as of December, 1986.)



19

- 10-

Welfare Agencv, Job Search Programs

In 1982 the Congress approved, in modified form, a
proposal by the Administration that authorises State welfare
agencies to operate job search programs for AFDC applicants and
recipients. Persons who may be required to participate are the
same as those who are required to register for WIN (or who would
in required to register except for remoteness from a WIN site).
However, States may limit participation to certain groups or
classes of individuals, rather than including all persons
required to register for WIN. If an individual fails to comply
with the employment search requirement without good cause, he is
subject to sanctions in the sae* manner as under the WIN program,
although a State may, if it wishes, provide for a shorter
sanction period.

The job search amendment allows States to require
individuals to participate in an initial job search activity for
eight weeks, and in an additional eight-week job search program
each year. The amendment requires the Governor of the State to
coordinate the job search program with other employment programs
for welfare applicants and recipients to assure that priority is
given to job placement over participation in another activity.

The 1982 law also: (1) requires States to reimburse
individuals for transportation and other costs necessarily
incurred as part of the individual's participation in the
program; (2) provides 50 percent Federal matching to States for
costs of providing transportation and other services to
participants; and (3) prohibits States from using the job search
requirement as a reason for any delay in making a determination
of an individual's AFDC eligibility, or in issuing a payment to
an individual who is otherwise eligible.

Twenty-five States are currently operating welfare
agency job search programs. A number of them are oporatifig
statewide. (See Tables 1 and 2.)
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S. Characteristics of AFDC Recipients

The characteristics of AFDC recipients have changed over
time. The Congressional Budget Office (CDO) has compiled a table
showing certain characteristics for May, 1969 and for 1904, and
for selected intervening years. (See Table 5.) This table shows
that, in general, AFDC families have become emul:er, many of the
mothers are younger, and more recipient children are of pre-
school age.

Specifically, in 1983, 56 percent of AFDC mothers were
under age 30, compared with 41 percent in 1969. In 1984, about
74 percent of AFDC families had either one or two children. In
1969, aboiit 50 percent had either one or two children. In 1984,
44 percent of AFDC cases included only one child, compared to 27
percent of AFDC cases in 1969. In 1984, 43 percent of AFDC
children were under age six, compared to 33 percent in'1969.

The table also shows that the basis of eligibility of
AFDC children has been changing. In 1984, about 46 percent of
children were in families in which them was no marital tie,
compared with 28 percent in 1969.

In recent years, considerable research has been done on
the dynamics of welfare dependency. Using longitudinal data, an
attempt has been made to describe the behavior oi tvlfare
recipients over time. An understanding of the characteristics of
AFDC recipients, what causes them to become dependent upon
welfare, how long they remain dependent, and why they leave the
welfare rolls, is of great importance in considering any change
in employment-related requirements end services. The question of
what we have learned about these subjects will be explored in an
upcoming hearing by the Subcommittee on Social Security and
Family Policy, "Short -term vs. Long-term Dependency", scheduled
for March 2, 1987.

Wit
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C. Client/Agency Contracts

Recently, interest has been expressed in the idea of
us...; contracts to spell out the mutual obligations of welfare
roe rants and of welfare agencies. For example, the American
Pub':4 Welfare Association has recommended in its report
"Investing in Poor Families and Their Children: A Natter of
Commitment" (November, 1986) that States should be required to
use client/agency contracts in administering their welfare
programs.. APWA recommends that the contract include an
employability and financial assistance plan which will commit
clients to a range of self-help efforts, and will commit State
and local agencies to support those efforts by providing
necessary services. Obligations would be spelled out in concrete
terms through goals, timelines and benchmarks. The ,.:ntract
would be a "discharge plan" aimed at independence from the
system, and would be implemented using a case management system.

The State of California has begun to use client/agency
contracts as part of its new employment program for AFDC
recipients, called GAIN. Appendix A includes a sample from the
series of contracts that the State has developed.
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D. Statistics Relating to Working Mothers

The percentage of mothers participating in the labor

force has risen rapidly in recent years. In 1975 1/, 55 percent
of mothers with children age 6 to 17 were in the ribor force. By

1986, 72 percent of such mothers were in the labor force. The

percentage of mothers with preschool-age children has shown a

similarly rapid increase. In 1975, 39 percent of mothers with a
child under 6 were in the labor force. By 1986, 54 percent of

such mothers were in the labor force. (See Table 6.)

Bureau of Labor Statistics data show that in March, 1986

most mothers (72 percent) who were employed worked full time 2/.
The proportion of employed mothers working full time ranged fiom
69 percent of those with a child under age 6, to 77 percent of
those whose youngest child was 14 to 17.

However, substantially lower percentages of all mothers,

as opposed to employed mothers, were employed full time in March,

1986. About 48 percent of all mothers with a child age 6 to 17

worked full time in March, 1986; 33 percent of mothers with a

child under 6 wo Iced full time.

The above statistics show the work experience of mothers

in one month of the year. It is also ..veful to look at how many
mothers work full time for the full year. 3/ Table 7 shows the
work experience of mothers for all of 1985. This table, prepared

by the Congressional Budget Office using March, 1986 Current
Population Survey data, shows that 19 percent of mothers with a

child under 3 worked full time full year in 1985, increasing to
41 percent of mothers whose youngest child was age 12 to 17. An

additional 18 percent of mothers with a child under age 3 worked

full time part year; 13 percent of mothers whose youngest child

was age 12 to 17 worked full time part year. Thirty-two percent
of all mothers with a child under age 18 did not work at all.

1/ Data are for March of specified years, except where

otherwise noted.

2/ Defined as persons who usually work 35 hours or more per week.

3/ Pull year means working at least 50 weeks; part year
is less than 50 weeks.
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In general, mothers not living with a husband were
somewhat more likely to work full time full year than were
mothers living with a husband. The exception to this was mothers
with a child under age 3. Only 15 percent of mothers not living
with a husband who had a child under age 3 worked full time full
year in 1985. Twenty percent of mothers living with a husband
who had a child under age 3 worked full time full year.

29
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E. Earned Income Tax Credit

The earned income tax credit (EITC) is currently the
only refundable tax credit in the Internal Revenue Code. That
is, it is the only example of a tax credit that can cause a tax
refund to be paid even when an individual tax filer has no income
tax liability for the year in question. The EITC is available to
low income families that include at least one child who is a
dependent of an individual with earned income. According to the
Joint Tax Committee, 6.7 million families benefitted from the
EITC in 1985.

In 1987, the maximum credit is $851 and it phases out as
total income rises above $6,920. The credit is totally phased
out at a level of $15,432. Under a one-time change, the phase-
out range will rise in 1988 so that the phase out will begin at
about $9,700, and the credit will be completely phased out at
about $18,400. The maximum credit in 1988 will be about $865.
Thereafter, the amount of earnings and income used to compute and
phase out the credit will increase each year under an indexing
formula.

The law allows individuals who have no tax liability to
claim the credit either as an annual tax refund or to have the
credit added to their paychecks throughout the year through
reverse withholding. In practice, very few individuals use the

.reverse withholding procedure.

The significance of the EITC as a source of income for
low income workers with children was greatly enhanced by the tax
reform legislation in 1986 which provided for increasing the
amount of the credit and the level of income at which families
remain eligible for all or part of the credit. The 1986 tax
legislation also provided for indexing these amounts on an annual
basis. The budgetary impact of the EITC will, by fiscal 1989,
have increased from its 1986 level of $2 billion to about $5
billion. About 75 percent of the "credit" is paid out as a
refund in excess of actual tax liability.

The EITC was originally developed by the Committee on
Finance as a part of an overall guaranteed employment program
which the Committee proposed in 1972 as a replacement for the
existing welfare program. It was approved by the Committee as a
way of assuring that private employment would be more attractive
than the public jobs proposed in the 1972 bill, and as a way of
offsetting the impact of payroll taxes for lower income working
families. The credit was called a "work bonus" in 1972, because
the Committee viewed it as a way of enhancing the value of work,
inasmuch as it was payable only to those with earned income and,
at least up to the phase down point, the amount of the credit
increased as earnings from work increased. Thus, unlike welfare
programs in which going to work meant a reduction in benefits,
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the work bonus provided an inc:ease in income for individuals who
went to work. The Committee's 1972 proposals were not enacted,
but the Senate passed the 11TC as a separate provision on several
occasions, and it became law in 1975.
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Table 1

STATE ZLECTION OF AFDC WORK PROGRAMS

Community Work Job Grant WIN WIN
4;:perience Search Diversion DEMONSTRATION

Alabama X X

Alaska X X

Arizona X X

Arkansas
X

California X X IX bD
en

Colorado X X X

Connecticut

Delaware

2x X X

X

District of Columbia

Florida

X

Georgia

Guam

X

X

Hawaii
X

-4
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Idaho

Table 1 (Continued)

STATE ELECTION OF AFDC WORK PROGRAMS

Community Work Job Grant
Experience Search Diversion

X

WIN
DEMONSTRATION

WIN

X

Illinois X X

Indiana X

Iowa X X

Kansas X X X

Kentucky
X

Louisiana
X

Maine X X

Maryland X 2X IX

Massachusetts X X IX

Michigan X X X

Minnesota X x x x

Mississippi x

Missouri x

Montana
x
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Nebraska

Table 1 (Continued)

STATE ELECTION OF AFDC WORK PROGRAMS

Community Work Job Grant
Expetience Search Diversion

X X

',IIN

DEMONSTRATION

X

WIN

X

t

r
u,

1

Nevada X X

New Hampshire X

New Jersey X X lx

New Mexico X X

New York X X 1X

North Carolina X X

North Dakota X X

Ohio X X X X

Oklahoma X X X X

OreRon X X X

Pennsylvania X X 1X

Puerto Rico X

Rhode Island X X

South Carolina X X X
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Table I (Continued)

STATE ELECTION OF AFDC WORK PROGRAMS

South Dakota

Community Work
Experience

X

Job
Search

Grant
Diversion

WIN
nEMONSTRATION

1X

WIN

Tennessee X

Texas X 1 X

Utah

Vermont 2x X

Virgin Islands X

Virginia X X X

Washington X X X X

West Virginia X 2x X

Wisconsin X 2x IX

Wyoming X

TOTAL STATES 26 25 15 26 28

IThese.,:States operate a WIN demonstration that includes significant subcontracting for
employment and training services to the States employment security agency or job training
partnership agency, or both.

2Effective July 1. 1986.

Source: Department of Health and Human Servines
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TABLE 2 - State Participation in Optional AFDC Work Programs
(Data as of October 1486)

State Date WIN Demo
Implemented CWEP IV-A Job Search

Alabama

Alaska

Arizona

Arkansas

California

Colorado

June 1, 1982

Sept. 30, 1982

Jan. 1, 1985

Connecticut Oct. 1, 1985

Delaware Apr. 1..1982

Florida Apr. 1, 1982

Cecrgia Jan. 1, 1985

36:

Implemented 1
county April
1982; now
operating in
3 counties.

Implemented
in 1 county
July 1981;
now in 6
counties.

Implemented in
1 county Oct.
1982; now
operating in
26 counties.

Implemented
in August
1982; now
operating in 9
counties.

Planning for
FY 1987.

Implemented
October 1985; now
operating
statewide.

To implement
statewide in
FY 1987.

Implemented July
1986 statewide
for applicants
and recipients
Witt( UP cases as
a priority.

Implemented July
1985; in the 44
WIN demo counties.

Implemented
Januiry 1986; in
16 counties for
applicants and
recipients.
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Table 2 (Continued)

Date WIN Demo
Implemented CWEP IV-A Job Search

Idaho

Illinois July 1, 1982

Indiana

Iowa

Kansas

Sept. 30, 1985

Sept. 30, 1983

Maine Apr. 1, 1982

Maryland Sept. 30, 1982

Massachusetts Apr. 12, 1982

Implemented
in Jan. 1932;
now operating
in 8 WIN areas.

Implemented in
12 counties in
Feb. 1984; now
operating in 16
counties.

Implemented July
1982 for regular
AFDC cases in 5
Counties;
currently
operating in 49
counties for UP
cases.

Implemented in
4 counties May
1983; currently
operating in 19
counties.

Michigan Apr. 1, 1982 Implemented
July 1982; now
operating
statewide.

3

Implemented for
recipients only
May 1983; now
operating
statewide.

Implemented for
recipients only
Jan. 1983; in WIN
demo areas.

Implemented for
applicants and
recipients in 16
counties Oct.
1982. Statewide
for UP. only.
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Table 2 (Continued)

Date WIN Demo
Implemented CWEP *IV-A Job Search

Minnesota

Missouri

Nebraska Sept. 30, 1982

Nevada

New Jersey Oct., 1, 1982

New Mexico

New York May 1, 1985

N. Carolina

N. Dakota

Ohio

38

Implemented in
3 counties Mar.
1983. now
operating in
7 countids; for
UP recipients.

Planning for
FY 87.

Implemented
May 1986; now
operating
statewide.

Planning for
FY 87.

Implemented
Sept. 1986; in
5 counties.

Implemented Jan.
1982; now
operating in 20
counties and in
New York City.

Implemented in
6 cdunties Jan.
1982; now
operating in 25
counties.

Implemented in
2 counties Jan.
1982; now
operating in 11
counties.

Implemented in
4 counties Mar.
1983; now
operating in 28
counties.

Implemented April
1986; in the 7
CWEP counties;
for UP applicants
and recipients.

Planning for
FY 87.

Implemented March
1986 statewide.

Implemented Oct.
1985; now
statewide.

Implimented for
recipients only
in 4 counties
June 1986; now
operating in 28
counties.
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Table 2 (Continued)

State Date WIN Demo
Implemented

Oklahoma Jan. 1, 19A2

Oregon Jan. 1, 1982

Pennsylvania Sept. 30. 198?

Rhode Island

S. Carolina

S. Dakota Apr. 1. 1982

Tennessee Oct. 2, 1985

Texas Mar. 4, 1985

Utah

CUTP

Implemented
statewide
Jan. 1982.

IVA Job Search

,:onsidering for
FY 87.

Implemented
statewide March
1983 as part of
WIN demo.

Implemented in
2 counties Hay
1982.

Implemented in
40 counties;
Apr. 1982; now
operating
statewide.

39.

Implemented
statewide for
applicants and
recipients
Apr. 1983.

Implemented for
applicants and
recipients
statewide Dec.
1982.

Planning to
implement
statewide FY 87.

Implemented
statewide for
AFDC recipients
and UP cases
July 1985.

Implemented for
applicants and
recipients
statewide Oct.
1985.

livigommed Apr.

applicants and
recipients now
operating
statewide.

Implemented for
applicants and
recipients
statewide Oct.
1984.
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Vermont
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Table 2 (Continued)

Date WIN Demo
Implemented CWEP IV-A Job Search

Implemented
April 1984; for
UP cases active
6 months or
more.

Virginia Jan. 1, 1983 Implemented
Statewide as
part of WIN
demo Jan. 1983.

Washington Implemented in
2 counties June
1582.

W. Virginia Sept 27, 1982 Implemented
statewide for
UP case:.
Jan. 1982; now
operating
statewide for
UP and regular
AFDC recipients
as part of WIN
demo.

Wisconsin Sept. 30, 1982 Approved for
implementation
Aug. 1986.

Depiitment of Health and Human Services

40

Implemented for
all UP applicants
statewide Apr.
1984.

Implemented
Statewide Jan.
1983 for
applicants and
recipients.

Implemented
statewide Oct.
1984 for
applicants and
recipients.

Implemented July
1986; statewide
for all
applicants and
recipients as
part of WIN demo.

Implemented
statewide July
1986.



TABLE 3 - State Participation in
Work Supplementation Programs
(Data as of December 1966)

AFDC for
Family of 3
1466

Wage Subsidy Duration Pasts for
Subsidy/Duration

Voluntary/
Mandatory

Location Atinu'al Participation
Coal

Colorado $346.00

100 percent
including
other State/
local funds.

A week cycles.

Fixed subsidy
and duration
(short-term
public
employment).

Mandatory 1 county son

Connecticut 8505.00

Varies by
wage and
grant amount;
as of 1/67.
S1.75/br.

5 months
maximum.

Varies; 3 zonths
maximum.

Voluntary 5 urban
cities

3nr participants

Florida 5252.nn

33 percent 3 months
AFDC; in average (up to
percent .TPTA; 1 yr).
63 percent
total.

Flat 50 percent
JPTA flat amount
AFDC; (8190);
duration - nor
coda.

Voluntary 44 counties 20n

Maine $369.00

6 months
maximum plus

50 percent optional
vocational and
field trainiNt_

Flat 50 percent
including .TPTA
contribution;
duration may vary

Voluntary

All welfare
work program
offices
(majority of 30.'

Maryland $345.00 50 percent 4 month
average

Flat 50 percent;
duration may vary

Mandatory

[State)

7 counties
2n0-25n participants
25o .tob entries.

Massachusetts 8476.00

_l___

_ - - - -

Maximum 9
Minimum 25% months;
Maximum sns average 4

_je.miths.

Varies; duration
9 months Voluntary Statewide 1 nn" job entries.

41



TAR 3 Ftate Participation in
Wo Supplementation Programs
Mt as of flecemher 1966)

AFDC for
Family of 3
1966

Wage Suhsidy) Duration Basis for
SuhsV./nuracion

Voluntary/
Mandatory

Location Annuml0Participation
Coal

Michigan 5415.00
aximum
nn.nnl

'Inn

6 months
No more than in
percent of gross
waxes; maximum
6 months.

Voluntary 7 counties 1.000

Minnesota S532.00

At lease iff
percent from
AFDC plus
other funds
(WIN, JPTA,
State

9 months

I

Diverted grant
and ocher funds
up to in percent
of wages;
duration 9 months

I

Voluntary 17 counties 500

I

New Jersey 5404.00 5n percent
5 months
average; (9
months
maximum).

I

Flat 50 percent; 1

duration may vary. Voluntary 9 counties inn .

New York 502.00 s25n.nommonth 6 months
maximum

Flat amount
(6230.00); Mandatory
duration may vary

36 counties 1,351 job entries

Ohio S302.00 AFDC grant

IR months
(FFP for 9
months; State

Agls9gge for

Entire grant
diverted;
duration may vary.

I

Voluntary 10 counties 300

Oregon 5397.00 S2 .00/month
(max um)

6 months
maximum

Plat 5700.00 if
monthly wage
6500.00 or more.
If less. 51.15/
hour of woric

Voluntary Statewide No i:icial *oat

5310.00 $250.00 / moth 9 months
maximum

Oklahoma Flat $250.00/month; Voluntary Statewide .

9-month duration

-01' 42
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Vermont

TA81.83 - State Participation in Grant Diversion Demonstrarion Projects
and Untie cupplementation Programa

(Data as of December 1986)

lArnr. for 1

!Family of 3

I

Wage Subsidy
11986

SSSn.nn 5n percent

Duration I Pasta for
'Subsidy/Duration

9 months (Flat in percent;
maximum; 3.5 16 month maximum.
months average.

1

Voluntarv/1 Location !Annual Participation
Mandatory '

Goal

Voluntary I Statewide 2nD

Washington 5492.00 15D percent 9 months 'Flat 50 percent Voluntary I 2 counties INo official goal

State' 1
I (w.nlmum)

i
I 1

I 1 1 I 1

OD

Source: Department of Health and Human Services
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TABLE 4 - WIN ALLOCATIONS, 1986 AND 1987
(in thousands of dollars)

Alabama
Alaska
American Samoa

1986

WIN WIN Demo NIN

1987*

WIN Demo

$ 1,877
537

$ 953

273

Arizona $ 1,427 $ 724

Arkansas 1,171 594

California 27,791 14,109

Colorado 3,003 1,525

Connecticut 2,945 1,495

Delaware 690 350

Dist. of Columbia 1,853 941

Florida 3,065 1,550

Georgia 3,346 1,699

Guam 151 77

Hawaii 1,191 605

Idaho 1,331 676

Illinois 10,028 5,091

Indiana 2,637 1,339

Iowa 2,189 .,112

Kansas 1,493 758

Kentucky 2,001 1,016
Louisiana 1,485 754

Maine 1,141 579

Maryland 3,837 1,948
Massachusetts 6,688 3,395
Michigan 14,621 7,423

Minnesota 4,072 2,067

Mississippi 1,546 784

Missouri 2,879 1,462
Montana 934 474

Nebraska 701 356

Nevada 590 299

New Hampshire 419 213

New Jersey 7,751 3,935
New Mexico 845 429

New York 17,534 8,902

North Carolina 2,831 1,463

North Dakota 454 231

Ohio 11,297 5,735
Oklahoma 1,221 620

Oregon 5,641 ,b64

Pennsylvania 9,209 4,675

44
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Puerto Rico
Rhode Island
South Carolina

TABLE 4 -

1986

WIN

Continued

WIN Demo

1987

WIN

*

WIN Demo

$ 1,240
1,153
1,455

$ 630
585
739

South Dakota $ 870 $ 442
Tennessee 1,991 1,011

Texas 4,194 2,129
Utah 3,032 1,539
Vermont 1,520 772
Virgin Islands 206 105
Virginia 2,009 1,477

Washington 8,742 4,438
West Virginia 2,792 1,418
WisconsIn 7,990 4,056
Wyoming 317 161

National Total $58,504 $144,380 $29,701 $73,299

1987 allocations as of November 16, 1986. Subject to change.

Source: Department of Health and Human Services
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Table 5 - Characteristics of AFDC Recipients
1969 - 1984

May Jan.

120. 1221

Average Family Size.

Mv
1922

Mar.

12ZZ

Mar.
1979

Avg.a/
1983

Avg.a/
1984

(persons) 4.0 3.6 3.2 3.1 3.0 3.0 2.9

:'amber of Child Recipients (percent of AFDC cases)
One 26.6 NA 37.9 40.3 42.3 43.4 44.1
Two 23.0 NA 26.0 27.3 28.1 29.8 29.6
Three 17.7 NA 16.1 lf 15.6 15.2 .15.5
Four or more 32.5 NA 20.1 16.3 13.9 10.1 10.0

Unknown - NA - - - 1.5 0.8

Race/Ethnicity (percent of caretakers)
White Nn 38.o 39.9 41.4 40.4 41.8 41.3
Black 45.2 45.8 44.3 43.0 43.1 43.8 41.9
Hispanic NA 13.4 12.2 12.2 13.6 12.0 12.8

Native American 1.3 1.1 1..! 1.1 1.4 1.0 1.1

Asian NA NA 0.5 0.4 1.0 1.5 2.3
Other and on:known 4.8 . 1.7 2.0 1.9 0.4 0.6

Education of Mother (percent of Bothers) ...

Less than 8th Grade 19.0 NA 10.3 6.8 5.1 NA NA

8th Grade 10.4 NA 6.4 4.8 4.4 NA NA

1-3 years of HS 30.7 NA 31.7 25.1 10.8 NA NA

High School Degree 16.0 NA 23.7 20.5 18.8 NA NA
Some College 2.0 NA 3.9 3.0 2.7 NA NA

College Graduate 0.2 NA 0.7 0.4 0.4 NA NA

Unknown 21.6 NA 23.3 39.4 47.8 NA NA

Basis for Eligibility (percent of children)
Both parents present:

Incapacitated 11.7 10.2 7.7 5.9 5.3 3.4 3.6

Unemployed 4.6 4:1 3.7 5.0 4.1 9.2 8.6

One or both parents absent:
Death 5.5 5.o 3.7 2.6 2.2 1.9 1.9

Divorce or seoar. 43.3 46.5 4C.3 46.9 44.7 38.6 36.2

No marital tie 27.9 31.5 31.0 33.8 37.8 .45.5 46.4

Other reason 3.5 2.7 4.o 5.7 5.9 1.4 1.2

Unknown 3.5 1.6 2.1

a. Average monthly figures for fiscal year.
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Table S

Characteristics of AFDC Recipients, continued
1969 - 1984

May Jan. May Mar.

120.2 127.1 1211 1221

Mother's Employment Status (percent of mothays)

Mar.

1121
Avg.e/
1981

Avg.a/
1984

Full -time job 8.2 9.8 10.4 8.4 8.7 1.5 1.2
Part-time job 6.3 6.3 5.7 5.3 5.4 3.4 3.6
Actively seeking
work; in school
or training 10.0 11.5 12.2 '13.8 12.8 19.7 22.2

Age of mother (percent of mothers)
Under 20 6.6 NA 8.3 8.1 4.1b/ 3.6b/ NA
20-24 16.7 NA 28.02/ 28.6c/ NA

43.1 42.8
25-29 17.6 NA 21.4d/ 23.8d/ NA
30-39 30.4 NA 27.9 24.2 27.2d/ 27.9d/ NA
40 or over 25.0 NA 17.6 17.7 15.4d/ 15.7d/ NA
Unknown 3.6 NA 3.0 7.2 4.0d/ 0.3d/ NA

Ages of Children (percent of recipient children)
Under 3 14.9 NA 16.5 17.3 18.9 22.5 21.6
3-5 17.6 NA 18.1 17.8 1- 5 20.1 21.0
6-11 36.5 NA 33.7 33.9 33.0 31.5 31.9
12 and over 31.0 NA ;0.9 30.1 29.8 25.5 25.5
Unknown - NA 0.8 0.9 0.9 0.3 0.2

Median Number of Months
on AFDC 23 27 31 26 29 26 26

SOURCES: Tabulations from the Office of Roily Assistance, HIS; National
Center for Social Statistics, AFDC: Selected Statistical Data on
Families Aided and Program Operations, NCSS Report H-4(71), 1971;
Office of Research and Statistics, Social Security Administration.
AFDC: A Chartbook, 1978 & 1979; ORS, SSA, 12r Recipient Characteristics
Study, Part 1, 1982; ORS, SSA, 1983 Recipient Characteristics and
Financial Circumstances of AFDC Recipients, 1986; Committee on Ways and
Means, Background Material and Data on Programs within the Jurisdict_sn
of the Committee on Ways and Means, 1986; and unpublished statistics from
the 1984 AFDC quality control data.

a. Average monthly figures for fiscal year.
b. Urder age 19. Includes other caretaker adult if mother absent.
c. Ages 19-24. Includes other caretaker adult if mother absent.
d. Includes other caretaker adult if mother absent.

SOURCE: Congressional Budget Office, January 19, 1987
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111/3.416

..141 4$ sailed aaaaaa sod 0000000 8E4 aga of 11(14,.,,

1118 .6114,5..1911 IS aaaaa old

to e11114 aaaaa woo 4 to 17 aaaaa .14, 11116 a aaaaaaa *ado, 6 aaaaa aid
Mat 984 se114tos

eedaft IS
aaaaa 4114 fatal

1441 19 6 la 13 3 to 3 714113
Total 14 aaaaa sld a aaaaa 4114 7411..14

141419 aol

Total
1871 434 43.1 41.3 34.8 16.2 34.3 38.9 44.4 34.1
1910 3141 46.1 3646 66.3 43.1 444 44.8 34.3 41.1
1983 34.3 30.4 62.1 694 49.0 49.9 33.1 39.3 44.1
1186 34.2 36.3 42.8 70.4 72.1 44.3 14.4 19.9 10.8

Nattled. seem 4189448
1971 64.4 434 46.2 32.3 33.2 31.8 34.6 42.0 32.1
1919 10.1 46.0 34.1 41./ 40.4 42.4 41.1 31.6 41.1
1181 34.2 66.2 41.0 47.a 97.0 68.2 13.4 16.4 19.1
14416 34.6 46.1 41.2 48.4 49.3 47.9 33.8 18.4 30.4

01
1471 72.1 44.7 74.8 80.1 111.3 79.4 43.6 44.0 41.1
1960 74,9 /1A 79.2 (2.3 84.0 81.4 49.3 74.4 36.4
4983 73.0 12.1 99.1 83.4 411.3 12.4 47.3 71.1 12.2
1984 i 74.0 72.1 81.2 114.2 09.9 01.1 13.2 79.1 94.3

1973 14.0 17.3 41.2 41.1 213 30.7 36.3 464 39.1
1940 41.3 62.1 12.0 97.4 213 70.3 66.1 441.4 43.7
1483 41.2 46.9 31.4 94.1 97.0 43.4 44.1 11.4 42.2
1484 43.3 46.9 32.4 43.9 10.0 44.1 47.3 33.2 44.4

8

1979 31.2 16.9 $3.1 19.1 44.3 37.6 49.4 34.0 44.0
1900 39.4 311.9 40.0 44.3 47.2 43.9 32.2 61.4 42.4
1441 41.3 90.0 62.6 70.9 76.4 44.3 13.2 16.3 44.9
1994 42.2 90.4 43.9 70.4 72.1 49.3 17.4 93.2 12.1

Widowed
1971 23.9 21.3 31.2 13.8 39.7 46.4 36.1 213 (I)
1960 22.3 20.0 39.4 40.7 40.7 40.8 44.7 213 211
1943 20.6 18.6 19.4 42.f 41.4 44.6 43.7 213 211
1944 19.3 17.3 13.3 37.3 42.8 12.2 46.4 213 (11

II 0.1. ass ..Ha bus la leas the* 71.060.

Source: Bureau of Labor Statistics, Department of Labor
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Age of
Youngest
Child
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WORK EXPERIENCE OF MOTHERS WITH CHILDREN UNDER AGE 18 BY AGE
OF YOUNGEST CHILD AND FAMILY TYPE, 1985

Number of
Mothers

jthousends

Working
Pull-Time e/

(percent)
Full Part

Year S/ Year c

All Mothers with Children Under Age 18
Under 3 9,430 19 18
3-5 6,275 28 14
6-11 8,726 35 14
12-17 8,429 41 13
All 32,860 31 15

Mothers Living with Husband
Under 3 7.557
3-5 4,665
6-11 6,482
12-17 6,311
All 25,015

and with Children
20 19
27 13
32 1?
37 13
29 15

Working
Part-Time b/ Percent

(percent) Not
Full Part Working
!tars/ IAEA/ (percent)

6
8

10
10

9

16
14

14
11

14

Under Age 18
7 17
10 15
11 15
12 12
10 15

Mothers Not Living with Husband and with Children Under Age 18
Under 3 1,873 15 17 3 15
3-5 1,610 31 17 5 11
6-11 2,244 42 16 6 8
12-17 2,117 52 13 5 8
All 7,845 36 16 5 10

SOURCE: Tabulations of March 1986 Current Population Survey data.

40
36
28
25
32

38
36
29
26
32

50
36
28
21

33

a. Working 35 or more hours per week for the majority of weeks worked
during the year.

b. Working fewer than 35 hours per week for tne majority of weeks worked
during the year.

c. Full-year means working at least 50 weeks; part-year is less than 50
weeks.

Table prepared by the Congressional Budget Office.
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ePENDIX B

WIN DerfONSTRATION PROJECTS*

1. Arizona

The Arizona WIN Demonstration began June 1, 1982. The major
feature is a three week intensive employment search workshop. The
first week focuses an building confidence and self-esteem; the
second week on developing good interviewing skills; and the final
week on ways of identifying potential employers and the use of the
telephone in scheduling job interviews. Those who are not
successful in finding a job in this three week period receive a
vocational and acader -.assessment. The results of this
assessment and the Judgment of the local office determine thr
selection and sequence of subsequent components. These other
components include job motivation workshops and marketable skills
training.

Effective May 1, 1982, Arizona began operating a section 1115
research and demonstration waiver project that allows the De-
partment of Economic Security (DES) to require registration by
parents with children between the ages of three and six years.

2. Arkansas

The Arkansas WIN Demonstration, also known as Project Success,
began on September 30, 1982. Project Success emphasizes immediate
and continuous job search. Each county Project Success unit re-
quires recipients to participate in Job Club, Job Search, and, in
those counties that offer it, Work Experience. Job Club is
generally the initial component assignoent. It provides group
employment counseling and training in effective job search tech-
niques in five to ten three hour sessions. Recipients who are
still unemployed after completing Job Club are assigned to Job
Search to continue actively seeking employment. After completing
Job Search, participants may be assigned to a Work Experience
position. In the Work Experience component, registrants are
involved in developing job skills and improving work habits
through unsalaried Job training. Registrants may work up to 30
hours oar week for a maximum of 12 weeks for each Work Experience
Assignment.

In conjunction with its WIN Demonstration, Arkansas operated a
section 1115 r r ch and demonstration waiver project that
Permits the State's Department of Pusan Services (DHS) to require
mothers with children between the ages of three and six years to
register for Project Success unless otherwise exempt.

*Prepared by the Department of Health and Human Services
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3. California

The California WIN Demonstration project began January 1, 19e5,
and is operational in 32 counties, comprising 957. of the State's
caseload. The objectives of the program are to increase tha
number of AFDC registrants who receive employment service-+; to
increase the number of registrants who enter employment; and to
d WIN-related quality control errors. County welfare
departments register and assess participants; the State Employment
Development Department, under contract, prepares employability
plans for each participant and conducts job search workshops. In
six counties, applicants are referred to a five-day job sea.--h
workshop, followed by a maximum of ten days at the phone bar anc',
if necessary, up to 40 days of independent job search. In the
remaining counties, recipients are referred to a three-day job
search workshop, followed by up to 40 days of independent job
search. During the individualized job search period, employment
specialists specify each individual's minimum job search cmItacts
based on the local labor market and the individual's skills and
circumstances.

In San Diego, the "Saturation Work Initiative Model" (SWIM) is
testing the 'erect of involving at least 73 percent of WIN
registrants in various work and training activities, including job
search, CWEP, and training. The project is in its third year.

California is currently isaplementing the GAIN (Greater Avenues fo-
Independence) program, a waiver-only 1115 project. GAIN proposes
to provide work-related activities and service.* to all employalaa
welfare recipieots and to esquire their ongoing, open-ended
participation in one or more work activities until they are
employed. The program uses case management approach of closo
contact with the participant and ongoing monitoring of activities.

Under the program, each county is responsible for developing its
own work program design. Within two years, the county mu+ . submit
a elan which is than subject to the approval of the State. It is
currently operational in 9 counties, and must be implemented
statewide by September 1989. The total eligible caseload must be
served by September 1990. County plans must include a minimum
array of services including a variety of job services such as :cib

search, training, work experience, education, and suppo-t
services. Specific participation and service requirements for
participants are established in individual,,contracts between
registrants and the county.

With certain exceptions, registrants are expected to participate
in job search first. Where this is ur.successful, employment goals
are established, and education or training is normally provided.

Child care is provided for prog-an participants and for former
recipients who rave recently transitioned into regular employment,
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The program provides a broad definition of "good cause" for
failing to participate and an extended conciliation period prior
to the imposition of a sanction.

4. Connecticut

The Connecticut WIN Demonstration, "The Job Connection," began on
October 1, 1985. It is operational statewide and swves all
applicants and recipients. Depaement of Human Resources staff
interview each client, gather thik necessary data to design the
employability plan, arrange for any necessary supportive services,
and refer participants to the Department of Labor for individual
or group Job search or referral to training and education. The
State Department of Income Maintenance also operates job search
statewide, focusing on unemployed parents, and grant diversion in
four districts, focusing on long-twrm recipients.

The State also operates a voluntary program for long-term
recipients (10 years or more) emphasizing remedial education and
training.

5. Delaware

The Delaware WIN Demor.stration began on April 1, 1982. Applicants
and recipients who are registered and assessed for the WIN
Demonstration may participate in any of the following program
components: Job Factory; Job Readiness Training, Work Experience;
Education or Training; or Independent Job Search (LIS). There are
also three separate programs that target services to gra ps with
particular needs. The State's Job Factory component was closed
temporarily in February, 1985, but reopened in January, 1986.

6. Florida

The Florida WIN Demonstration began on April 1

includes Orientation, Job Search and Job Club,
training activities. Program emphasis centers
group Job Search, OJT, and vocational training

he State has increased the emphasis on usiof
direct job entry of recipients in jobs, rather
combination of training and placement.

, 192. The program
ano 'ucation and
on individual and

Job Clubs for
than on the earlier

Florida began operating a Grant Diversion program called TRADE In
October of 1983. Operating in conjunction with the WIN Demon-
stration and the State's JTPA, Grant Diversion places recipierts
in OJT positions that arr ,,,pected to convert to unsubsidized
employment.
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7. Georgia

The Georgia WIN Demonstration began January 1, 1985. It is
operational in 7 urban counties. Participants are first assessed
to determine job readiness and barriers to emo,oyment. -Those
deemed job-ready enter structured Independent job search, group
job search, or job club for two months. :f the participant is
still not employed, hi or she is reassessed. Those who are not
job ready say enter institutional training (such as JTPA), on-the-
job training, or CWEP. The State contracts with Employment
Services for employment and support serces.

8. Illinois

The Illinois WIN Demonstration began July 1, 1982. The central
feature of the program is Independent Job Search (IJS). Parti-
cipants are required to contact twenty employers each month and to
spend at least one day every other week in the office to confirm
contacts and imetrove job search techniques. The IJS activity
continues for at least two months unless a participant obtains a
job sooner. For those not finding a job, a mpre detailed
e mployability assessment follows IJS participatioo. The
assessment determines the sequence of componeAts, Inc _ding educa-
tional training, Job Clubs and Work Exnerivce.

In February 1984, the State added a regular work experience
component called the Illinois Work :iperience Program, or IWEP.
Assignments in IWEP are limited to the regular maximum WIN
duration of 13 weeks.

The State has added two educational components: adult basic
e ducation and employability skills training. The adult basic
e ducation component, conducted by the State's public school
system, is available for those lacking a high school diploma. The
employability skills cur-iculum, conducted by the State's
community colleges, is a week-long intensive orientation to the
world of work. It is offered selectively after the first week of
IJS where an individual need has been identified. Funding and
technical assistance are provided by the State's JTPA program.

9. Indiana

Indiana's WIN Demonstration started September 30, 1985, and
operates in 24 counties. Certain functions are provided under
centract by the Employment Services Department; others by the
Department of Public Welfare. After an asses .'. -it of job histe.-y
and skills, education, and necessary support serv
participants enter job search or other activities, such as work
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experience or classroom training (inclue basic skills, GED, or
short-term vocational training). The S makes a special effort
to coordinate with education and training iffered through the
vocational and technical education system And JTPA.

10. Iowa

The Iowa WIN Demonstration began September 30, 1983, in the same
47 counties in which the State has operated its Individual
Edur tion and Training Plan (IETP) since 1969. Iowa's WIN
Demc.bistration consists of two models that operate in different
parts of the State: the WIN model and the Coordinated Manpower
Services (CMS) model. Services in the WIN model are provided
Jointly by the Iowa DHS and by the Jab Service under contract to
DHS. Services in the CMS model are provided solely by DHS. The
principal difference is that the WIN model includes significant
individual Job search, while the CMS model includes work
experience assignments. In both models, classroom training is
provided when necessary through IETP. Also offered is a Job C1.1b,
a structured four-hours-per-day, four-week course. One week is
training and three weeks are active telephone employer contacts.

The service group priorities start with primary earners in
Unemployed Parent cases, and proceed to voluntee-s, all other
unemployed registrants, and those already employed part-time.

11. Maine

The Maine WIN Demonstration began April 1, 1982. The program is
operated as a component of the State's Welfare Employment,
Education and Training (MEET) program. The program concentrates
on Job preparation and training. These activities may vary
locally and include institutional training provided by colleges,
vocational or remedial education, or on-the-Job training. Job
Search activities are ed far those who d as being
Job ready.

Effective October 1983, Maine implemented a Grant Diversion
program entitled "Training Opportunities in the Private Sector" or
TOPS. Grant Diversion i5 run Jointly with:JTPA, although the
level of JTPA involvement varies among the regions in the State.
Selection of participants for Grant Diversion centers on single
mothers who are unemployed at registration and have been AFDC
recipients for at least six consecutive months at program entry.
Participants are provided with prevocational training, and field
training, (up to twelve weeks in a w,--k experience assignment with
the support of Training Related Expelses) as appropriate. They
are then placed in private sector on-the-lob training positions
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that are expected to become unsubsidized employment at the end of
six months.

12. Maryland

The Maryland WIN Demonstrat; began on September 30, 1982.
Baltimore City and Wicomico bounty ope.'ated under the WIN Demon-
stration while the remaining counties continued to operate the re-
gular WIN program. The two WIN Demonstration counties were
allowed to choose from among the following components: Job Club,
institutional training, work experience, and on-the-job training.
Also operating in Baltimore City and Wicomico County is a section
1115 research and demonstration waiver project called the
Employment Initiatives 1,roject. Its purpose is to test an
alternative work pros a that offers a menu of employment
activities for the participant provided through a consolidation of
local resources from title IV-A, social services, and employmert
service agencies.

13. Massachusetts

The State's original WIN Demonstration began in April, 1982, and
was called the Comprehensive Work and Training Program, or WTP.
Its central feature was known as Diversion and included four
alternatives: direct job entry, supported work, education or
training, and a five-week job search. Those not regarded as
suitable for the First three alternatives were placed directly
into the five-week job search.

A major redesign of the State's WIN Demonstration p-sulted in t.le
E.T. (Employment and Training) program, which began in October,
1983. Under E.T.:

1) The State appropriated a major expansion of State funds,
principally for child t are.

2) WIN mandatory recipients must register with E.T., as with the
former WIN program. HoNever, the State now emphasizes voluntary
aspects of participation in E.T. by drawing attention to the
several choices participants have among the program components,
based on their own employment goals. These include basic
education, skills training, job referral, criser counszlInc, and
supported work services.

3) The State instituted an extensive marketing approach to both
the employer community and the welfare re;:ipient community to
in the level of employment for welfare recipients.

4) Th. DPW negotiated performance-based contracts for various
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training and placement services with other State and private
agencies.

14. Michigan

The Michigan WIN Demonstration program, known as the= Education and
Training Program (El)) began April 1, 1982. The program changed
the emphasis in WIN from traditional job ;level,- mnt and Job
placement to a new emphasis on self placement he primary
assignment was to structured Job Search or Jo' mina lasting up to

four weeks. Those who were unemployed at the .mmlusion of this
assignment are screened by ETP for assignment to adult basic
e ducation, other classroom vocational training, or CWEP. The
counties have been free to vary this basic sequence and to develop
their own additional work or training components, CUSP is
frequently used prior to Jab Search or Job Clui to update or
e stablish a work history.

The Michigan CWEP progam also began April 1, 1982. In addition,
since March 1, 1982, Michigan has operated a section 1115 r ch

and demonstration waiver project. The original set c0 waivers
included permitting the State's Department of Social Services
(DSS) to require registration with ETP by three additional groups
of recipients: 1) mothe.-s with children between the ages of six
months and six years unless otherwise exempt; 2) those employed
more than 30 hours per week; and 3) second parents ir, AFDC/UP
cases. The waiver project also permitted the State to sanction
those who quit or voluntarily reduced their hours on a job.

Effective June 1, 1985, the State received approval for two
changes in its section 1115 h and demonstration waiver
project. First, the registration requirement for second parents
in AFDC UP cases was dropped. Second, a registration requiement
was added for 1b-to-20 year nld recipients not in snhool and
without a high school diploma or BED.

The State passed legislation in early 1984 that significantly
altered both exemption and participation criteria not only for the
State's WIN Demonstration, but also for several wok programs for
GA recipients. The legislation also changed the focus of the
programs to more vocational rehabilitation and skill training, and
shifted participation criteria to the harder-to-employ. The new
program was called the Michigan Opportunities and Skills Training,
or MOST, and became effective in April 1984. MOST established a
series of explicit exemptions from mandatory participation ;not
from registration). These participation exemptions included!

a. three or more minor cnildren under age 16;
b. over age 55;
c. youngest child under six months of age;
d. participation in a substance abuse rehabilitation program;
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e. resident in a mental institution within the last five years;
f. in prison within the last two years;
g. already participating in job training or education approved

by DSS.

The MOST legislation also established participation criteria for
selected groups. For instance, mothers between the ag's of 16 and
20 (now required to register under a provision of the State's
section ill5 waiver project) who lack a high school diploma are
directed exclusively to educational activities for job skills or a
GED, if child care is available. Finally, the MOST legislation
authorized both a Grant Diversion program under section 414 of the
Social Security Act, and teenage pregnancy prevention program.
These are operated in conjunction with the State's WIN
Demonstration. Effective October 1, 1985, the State initiated its
Grant Diversion program in eight counties.

15. Nebraska

Nebraska's WIN Demonstration began in October of 1982. The
program concentrates on Job Search. Individual Job Search
participants are required to make six employer contacts each week,
and to visit the office one day each week to confirm the
contacts. A more structured Group Job Search component includes
one-week workshop that prepares participants for employment,
followed by a week of telephoning employers to arrange job
interviews. Other components include remedial education, training
and OJT. The State leaves to the counties the determination of
Sequence of components.

There has been extensive cross-training of staff in order to fa-
cilitate the State's expansion of coverage without major staff
increases. WhiP" the variety of components has nu;. cna"ged since
he first year, the program's emphasis has been shifted towards
Group Job Search.

In May 1985, Nebraska tegan operating its "Job Support Project"
under a section 1115 research and demonstration waiver. This
project allows the DSS to require registration by parents with
children between the of throe and six years. The project is
expected to enlarge thu State's mandatory registrant population by
15 to 20 percent. The State expects an increase over time in the
levels of job entries of about 25 percent..'

16. New Jersey

The New Jersey WIN Demonstration began on Octobe- 1, 19F2. Each
county must operate components that include Group Job Search, 3jr,
and Work Experience. Each county then cste mines appropriate
component structure and usage. Thus, in six counties Job Search
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is usually the initial component, while in the other seven
counties, it is selectively assigned after an employability

In September 1983, the State received approvel to operate a
section 1115 research and demonstration waiver project for a Grant
Diversion program in four counties. Five additional counties
later asked for and received State authority to implement this
component. Participation in Gr..nt Diversion since its inception
has exceeded 200 registrants. Of the 50 percent who complete
Grant Diversion, nearly all convert to unsubsidized employment.

17. New York

The New York WIN Demonstration began May 1, 1985, and is operating
in nine counties and New York City (together comprising 85% of the
State's caseload). The State Department of Social Services
contracts with the State Department of Labor for employment and
training services. After appraisal and development of an
e mployability plan, recipients may participate in supervised Job
search, job clubs, vocational counseling, institutional training,
WIN-OJT, WIN work experience, training, or unsubsidized
e mployment. In addition, the State has CWEP in 20 counties and
has an 1115 project to operate grant diversion in 36 counties.

New York is also operating a Modified WIN (ModWIN) 1115 projevz in
27 counties not under WIN Demo. Under ModWIN:

- There are no mandated support services
There is a 120-day limit on enrollment and registration

- State criteria for employability, rather than WIN criteria,
apply
There is minimum of paperwork and streamlined procedures.

18. Oklahoma

The Oklahoma WIN Demonstration began on January 1, 1982, as the
Oklahoma Employment and Training program. The State combined its
WIN Demonstration with CWEP program. In April, 1983, the
State's Department of Human Services (DHS) added a title IV-A Job
Search program for the entire State. The State retained several
of the regular WIN components, including Orientation, Job Search,
OJT, and Vocational Training. The State has operated a section
1115 rusearch and demonstration waiver project in conjunction with
the WIN Demonstration. The waiver permits the DPW to require
mothers with chi)dren under age 6 to register unless otherwise
exempt. The State estimates that this waiver provision accounts
for approximately 65 percent of all registrants on hand, and for a
similar percentage of all of the WIN Demonstration job entries.
The State added a Grant Diversion program affective D.. ember 1,
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1986, with an initial annual objective of 500 participant
positions.

19. Oregon

The Oregon WIN Demonstration began January 1, 1982. The major
feature of the program is job search for AFDC applicants and
recipients. Applicants are required to participate in job search
activities (up to 45 days) as a condition of eligibility for AFDC.
Recipients are enquired to participate in job search for unlimited
reriods of time with two-week break every six eonthe. AFDC
recipients in a self-financed training program may be suspended
from job search for up to 92 days (with exceptions up to one
year). Jab Search is preceded by a program orientation and
employability assessment whore an action plan is developed and
signed by each registrant. The action plan is updated biennially.
Other activities available to WIN Demonstration registrants
include referrals to JTPA training and OJT.

Oregon continues to operate its section 1115 research and de-
monstration waiver project entitled Coordinated Job Placement
Project, or CJPP. The CJPP makes job search aandatory for ap-
plicants and requires WIN Demonstration registration for mothers
or other caretaker relatives with children between the ages of
three and sig.

Effective January 1, 1984, a short term training activity called
"Preparation for Guaranteed Employment" was implemented for regis-
trants deemed to be relatively hard to place.

Effective March 1, 1985, the CJPP was amended. A section: 1115
research and demonstration waiver was appra '11 that /alone Oregon
to include 30-day fixed sanction period for failure to partici-
pate without good cause. If the registrant agrees to participate
during the sanction period the AFDC grant may be restored.

20. Pennsylvania

Thu Pennsylvania WIN Demonstration began September 30, 1982, as
the Work Registration Program, or WRP. Therprogram established
six month cycle designed to be repeated by all mandatory
registrants until they become exempt rr leave AFDC. A major
purpose was to avoid the State's difficulties in the former WIN
program with large numbers of unassigned mandatory recipients.

The State's WRP cycle starts with two sequential fifteen-day
periods of Job Search. The first was operated by the State's
Office of Employment Security (OES). The second segment was
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called Pennsylvania Employables Program, or PEP, and was operated
by county welfare offices for those who did not get Job during
the first segment. The PEP operation originally included two
tools not available to the OES segment: contract use of private
employment agencies; and an authorization from the State for a
State income tax credit analogous to the federal Targeted Jobs Tau:
Credit.

The State began operation of a CWEP program in March, 1983. A
five-month assignment to CWEP is standard for recipients who had
not gotten a job in either of the fifteen-day Job search
activities. Those still on AFDC at the end of the sixth month are
recycled as new WRP registrants, to repeat the six-month program.

Operating concurrently with WRP is a section 1115 h and
demonstration waiver project which:

1. tightens the standard illness and incapacity exemption

2. requires recipients otherwise designated as remote from
WRP site to accept locally available Jots;

3. change the sanction periods from 3 and .f Aonths,
respectively, to 2 and 3 months.

In addition, the State has been operating saturated work program
in Philadelphia to test the effects of requiring participants to
be active in a range of work activities. The prods& is in its
third year.

21. South Dakota

The South DaVrta WIN Demonstration began on April 1, 1982.
Registrants are first assigned to 60 days in Job Search. Those
who do not find a job are then assigned specific work sites in
the State's CWEP program. The State also retains the farmer WIN
components of OJT, and uses "Suspense" status to keep the
recipient registered with the Demonstration for the duration of
the non-WIN work activity, for eligibility and reporting purposes.

The Bate has added to their OJT program a Job Related Education
option designed to enable participants to acquire or develop
skills to enhance their value to their OJT employers. Apart from
CWEP participants, t,e State will now m ke available a $3.00 per
day training allowance for up to 10 days when there are identified
travel difficulties or limited economic resources.
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Tennessee's WIN Demonstration, the VICTORY Network Projram, began
October 2, 1985, andis operational in 40 counties. In certain
counties the Departient of Human Services provides tho Program
services, while in others the Department of Employment Secu-ity
JTPA provides the services under contract to DHS. After
assessment, Job-ready participants enter individual job search,
Job clubs, or OJT. Those who are not job ready may be referred
for GED testing, purchased skill training, work experience, OJT,
or JTPA training.

Literacy assessments are available in some counties through the
Adult Basic Education Department. In addition, Shelby County has
a special linkage with the Memphis school system for 4tervertion
with young school dropouts.

23. Texas

The Texas WIN Demonstration began on March 4, 1982. The primary
component is called Independent Job Search, and concentrates on
individual employLunt counseling an4 direct placement. Sroup Job
Search, or Job Clubs, previously used in the regular WIN program,
were retained only in a few of the larger offices, due to lack of
space and limited staff. A period of initial job search, varyirg
in duration with the individual needs of the participants, zs a
requirement in some offices for virtually all applicants, with
necessary assistance provided from the Texas Employment Commission
(TSC) or the Department of Human Services (DHS).

The title IV-A Job Search program that began as a thirteen county
pilot in April 1983, became a statewide program as of October 1,
1984. This program is separate from the WIN Demonstration, bLt it
WIN Demonstration counties provides job search activity support.
The State also uses private fur-profit and non-profit job
placement services on a contract basis for additional job search
services.

24. Virginia

Virginia's WIN Demonstration, the Employmerit Services Prograff
(ESP), began January 1, 1983, for applicants, WIN-mandatary
recipien and volunteers. The components are individual or
group job search (up to four weeks, to be repeated every s:x
months), work experience, and education and training (such as JTPA
trairing, basic education and GED preparation, or privately
operated training programs). The work experience component
focuses on the development of work habits, positive work
attitudcs, and understanding of the employer-employee

83



78

13

relationship. After 13 weeks of work experience, participants are
reassessed and may be igned to work experience or to another
component. Registrants referred for further education or training
must complete this activity within the shortest time possible,
generally no longer than one year.

25. West Virginia

The West Virginia WIN Demonstration began on September 27, 1982.
Since its inception, the program has concentrated on Work
Experience, as well as Job Search, and has fewer training
activities as compared to the predecessor WIN prow-am. The State
'lad initiated a CWEP program in January of 1982. It became an
integral part of the WIN Demonstration, and has been by far the
State's largest initial program component. The State also retained
three of the WIN components: Job Search, OJT, and Vocational
Training. Recipients with a recent work history or high school
completion go directly into this Job search.

In July of 1983, CWEP was expanded to include WIN mandatory single
heads of households. At the end of 1984, CWEP was ft.rther
expanded to include volunteers.. Previously, CWEP had been used
primariy for registrants from AFDC-UP cases.

26. Wisconsin

The Wisconsin Employment Opportunities Program (WEOP) was
implemented on September 30, 1985. The Department or Health and
Social Services (DHSS) administers WEOP but has subcontracted with
the State's Job Service to provide WEOP services. In addition,
DHHS subcontracted with the State's 'apartment of Vocational
Rehabilitation and seven community t rd non-profit agencies to
provide WEOP services in twelve counties not covered by Job
Service offices. Phase I of WEOP is a 3-to-5 hour Job search
skills workshop, and eight weeks of independent Job search with a
mid-point progress conference. Phase II is for these who do not
find a Job in Phase I, and involves eight weeks of Group Job
Search Activity, beginning with a five-day Job Club session, and
including daily contact between recipient and WEOP staff.
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Senator MOYNIHAN. A very good morning to the one-time Gover-
nor of the State of Washington, who has arrived despite all the ob-
stacles the weather has put in his way. I would Eke to welcome you
all to this first meeting of the new Subcommittee on Social Secual-
ty and Family Policy.

I am constrained to note that we will be addressing the issue of
child welfare this morning. And in the best tradition of our com-
mittee, there is scarcely anyone present.

There are 30 seats in the first three rows of our hearing room
here in the Finance Committee. I observe that there are eight per-
sons sitting in them. So, we know we are not discussing capital
gains. [Laughter]

F ?.n so, we are discussing something of much greater conse-
quence, and I am going to ask the patience of Senator Evans so
that I may read an opening statement about the new committee
and its very special responsibilities in this 110th Congress. I would
like to v,elcome those new members who are able to be present and
especially, of course, the Republican leader, Bob Dole, who will be
the ranking Republican member of our Subcommittee.

A few weeks back many of us who watch television news encoun-
tered the term "sysygy,' by which astronomers describe a rare
alignment of the sun and the moon and the earth, which causes a1
manner of natural wonders. And I would offer the observation:
with Bob Dole from one of the most innovative of our local states
legislators who is going to tell us about California.

As I said, I would like to just read that statement that Governor
Clinton has made which seems to me to summarize et ,;--pert
sense. He says:

What we want to do is turn what is now primarily a payments system with a
minor work component into a system that is first and foremost a jobs program, sup-
ported by an income assistance component. Our propu. al focuses on education,
training and employment for the families now depender, c..n the welfare system,
along with a decent living standard with which these families can support their
children while they rtrive for self-sufficiency

I think this captures a general point of turning this program
upside down, the program that began with a grant that was intend-
ed to be sufficient to maintain Nvidow and children, established in
1935 as part of the Social Security L t, has become a program to
provide for a very large population, of which only a tiny fraction
fewer than 5 percentare in fact widows, and the rest of them are
simply, in the main, mothers who are alone, trying to support chil-
dren, and somehow make a way for themselves in a situation that
has never really had comparable currents in A merican history.

We now have a situation where the majority of American chil-
dren will live part of their life in a single-parent he le; only a mi-
nority of children born today will reach 18 having lived with their
two' natural parents all their lives. That traditional American
family isn't there. And our concern is, how do we make the present
arrangements work better for the children?

We are honored today -o haw Assemblyman Art Agnos from
California. You were going to sy..ak with Senator John Larson,
who is President Pro Tem of the Connecticut State Senate. He is
not here, and I don't know that he can get here, but you a, , sir,
and we have heard a great deal about the GAIN Program in Cali-
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forma, of which you are the principal architect, and we welcome
you to testify on what y" 1 are raving out there and what you think
we ought to do here.

STATEMENT OF 111E HONORABLE ART AGNOS, CALIFORNIA
STATE ASSEMBLY, DISTRICT 16, SAN FRANCISCO, CA

Mr. AGNOS. Thank you very much, Sene.ar. It is an honor for me
to be here. I am one of those San Francisco Democrats you may
have heard about in last year's election. I am also the Chairman of
the Joint Oversight Committee on Gain Implementation, a state-
wide, full-blown welfare reform program that we have put into
place in California.

I have submitted written testimony.
Senator MOYNIHAN. Which will be put in the record.
Mr. AGNOS. Thank yen.
I am very proud of whet R e have done in California, because we

put aside the partisan rhetoric that has always snrrounded and re-
tarded any welfare reform (at least in Caliiurnia). The result is a
bipartisan program known as GAIN, Greater Avenues to Independ-
ence. It is a state-of-the-art program which offers training, educa-
tion and child support in the best and most complete blend we
could develop in our state, centered around the fundamental need
for meaningful work and dignity.

We used the very best knowledge available from Republicans and
Democrats, liberals and conservatives, and we especially benefitted
from the pioneering state, that is Massachusetts, my home state. In
fact, Governor Dukakis was almost like a personal tutor to me
while we were working on the legislation in our state.

What is noteworthy' in California, I think, which may be differ-
ent from what you will see or hear about in other states is that we
have a state legislature, both the Upper and the Lower House the
Assembij and the Senate, which is dominated by Democrats and
sort of leans to a liberal and certainly, at minimum, a moderate
Democratic base. And we have as ovr chief executive a very con-
servative Republican; and yet we put together this program with
bipartisan support. I think it offers a great deal to the country.

First, we included all of the components that experts tell us are
necessary for any meaningful welfare reform. Second, the program
is a mandatory one for all recipients, but the obligation does not
rest solely with the client; the state also has an obligation to pro-
vid^ the services they need, or the clients do not have to partici-
pate. That is written into the law.

Third, we target long-term welfare recipients. We focus on those
who have been on welfare the longest. Fourth, we encourage local
communities or counties to develop a GAIN program that suits
their individual needs. I would like to elaborate on each of those
points, if I inay.

FirsT, GAIN has all of the components that experts tell us are
necessary tor any meaningful welfare reform, such as remedial
education, child care, professional counseling and assessment to de-
termine an employment plan, employment training programs de-
signed to lead to jobsaot merely certificates of completionand a
redefined first-of-a-kind workfare program. Two choices for child
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care must be available or the client does not have to participate in
the program.

It also has four innovations that are not kind anywhere else, to
our knowledge.

First, we empower GAIN recipients with a legally-binding con-
tract between the clients and the welfare office itself. The contract
spells out what services the welfare office will provide to clients, as
well as what the client's obligations and responsibilities are under
the program. When both are satisfied with the negotiations they
have reached, both sign the contract in order to proceed with the
program. What the contract does is hold both sides accountable for
their decisions, both the welfare office anu the recipient.

Second, we redefined "workfare" in California. As you know, it
has traditionally been seen as, at worst, a punit: make-work com-
ponent of a welfare reform program. In Wifornia we have made it
a positive, part-time, on-the-job experience, ti maintain newly-ac-
quired skills through the educational or training program they
have already completed.

In academic terms, I suppose you could refer to our workfare pro-
gram as a fellowship or an internship after someone has completed
their education aimed at a job. For example, if someone who trains
to be a computer oper1:-er, hasn't found a job after 90 days of com-
pletion of the training. GAIN places them in a fellowship where
the client works with eximputers until they find a job. That way
they don't lose those skills.

If the workfare assignment is not in the area that the person
trained for while they were going through their training compo-
nent, they dor 't have to accept it. And that is written into the law
as a guarantee.

Third, we modified the sanctions process (which has always been
a thorny one for us) so that they would be more humane and more
appropriate to the degree of noncompliance, through a phased-in or
incremental program.

Our unique vendor payment system is designed to give persons a
second chance, not simply to add to their misfortune or punish chil-
dren who are the ultimate victims of their parents' unwillingness
to participate in any kind of program.

We set up a process of impartial arbitration, so that clients
would not be forced into a career that is not their choice. Disagree-
ments over a career choice between a client and the worker are de-
cided by a third party, an inch pendent arbitrator, who is paid by
the state but not m any kind of a state-employment workforce.

We developed these four elements in response to our particular
needs; however, I think they represent important fundamental
principles of fairness ...ad accountability that should be incorporat-
ed into any kind of program around the country. I believe GAIN is
a model prop:4m because it places the client on an equal footing
for the first time, at least in our state, vi'th the welfare depart-
ment.

I have often heard that welfare recipients must be held accounta-
ble, that they should have a sense of obligation and must meet
their responsibilities to society; but we forget that that responsibil-
ity cuts both ways. With GAIN we have balanced out that equa-
tion. We have made the program mandatory, but we have also ac-
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knowledged that the state has a responsibility to provide the wel-
;are recipient with the tools mid the support services necessary to
become competitive within a labor market. The law says that if the
state cannot afford to pay for the services that are necessary to
help people find employment, then we will not reducewe will not
reducethe services but we will reduce the number of people going
through the program, so that fewer people will still have full access
to all of the services.

Third, GAIN targets long-term welfare recipients, people who
have been forgotten by the system. For too long, many of the pro-
grams we have seen are allowed to, as we say, "cream" the very
best and most highly motivated for employment. In GAIN, persons
who have been on and two years or more get the top priority for the
expensive services that are in the program.

We decided to focus our program where it is needed the most and
where we think we will get the biggest bang for our dollar, helping
those who have been in the web of dependency for the longest.

Fourth, GAIN provides for local flexibility so that communities
can tailor programs to suit their own needs and their own local
labor market.

We are just beginning to imiement GAIN in California. Ten
counties which are currently operating have bi:dgets totalling some
$52 million in our state, and they expect to serve some 37,500 wel-
fare recipients. They are doing that right ncw. Just to give you
some sense of proportion, that number, a little more than 37,000, is
larger than our model State of Massachusetts, entire caseload. By
1990, when the program is expected to be fully operational, we
expect to t.a spending some $400 trillion and serving son- 280,000
welfare recipients. This means that GAIN will be spending more L
California than the Federal Government spent for the WLN Pro-
gram during its peak years.

Our counties have been in operation, as I said, since July 1 of
last year, 1986, so I don't have any startling numbers of wonderful
achievements that we have ace mplished yet. But we do have some
snapshots of what is available. Also, I believe we are the first pro-
gram in the country to have hired an independent outside research
firm, MDRC, which you will be hearing from laternot about our
program yetbut we are willing to risk that kind of rigorous, inde-
pendent and scientific evaluation. The state is paying for it, and we
are anxious to see how that Lam out.

The snapshots that I would share with you today, Senator, are:
First, I think we are learning more abate-. our AFDC recipients

than we have ever learned before, as the result of this program.
Fully one-half of our caseload needs remedial education. They

simply don't know how to read or write well enough in order to
find successful employment. We never expected that almost 50 per-
cent would need that kind of remedial education. h is a very ex-
pensive and sometime; lengthy process.

Second, among the clients who are not required to participate
for example, those who have children under the age of sixwe are
finding that some 10 to 15 percent of the caseload are volunteering;
that is, mothers with children under the age of six are volunteer-
ing because they sense there is something there that is useful to
them.
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Ale,o, we are fin...ing that the mandatory nature of the program
is proving to be an asset for long-term recipients. To be very honest
with you, when they have been on welfare for a long time they
have lost a sense of hope, a sense of interest in trying. And when it
is mandatoryin other words, they are required to come inthey
are finding the kind of self-esteem, the kind of renewed hope that
the program offers them, and they are finding jobs. Thu are tell-
ing us that, were it not for the mandatory nature of the program,
they wouldn't have done it, they would have been afraid to try, or
they just didn't have the confidence to do it on their own.

Third, experts all over California who have never met before,
who are supposed to be working on this problem, are finally sitting
down and dealing with it for the first timepeople from the educa-
tional arena, the employment arena, obviously the welfare profes-
sionals, job-developers, clients groups, and employers. They are fi-
nally getting together in the same room under the same roof for
the first time.

GAIN has given people in California, especially those of us who
work on this subject, a lot of hope. Employers are looking forward
to trained workers, clients to meaningful jobs, and welfare profes-
sionals to the opportunity to really try to clue poverty rather than
just clerk it.

So far, it is doing well, but we can't do it alone, Senator. We be-
lieve the Federal Government has several areas where it can be
helpful:

First, by defining remedial education as an u' towable activity
under the regular AFDC Work Program funded oy Title IV(a) of
the Social Security Act. For many, remedial education is a neces-
sary step to employment. As I sa'd, if they can't read or write, we
can't even begin to train them. Although WIN will pay for this ac-
tivity, it is so underfunded that, in our state at least, we are wind-
ing up paying for most of it ourselves.

Second, by allowing states to share in f.:11 of the savings associat-
ed with long-term welfare recipients getting off of welfare, I think
it would increase the states' incentive and motivation.

Senator Kennedy, who is on your agenda today, has proposed
bonus payments in JTPA for states serving long-term welfare re-
cipients. We support that proposal in California, but we also recom-
mend that it be expanded beyond J'fPA so that states can share In
the actual grants savings that result from their efforts with long-
term recipients. That would be a very powerful incentive.

Third, by giving states needed flexibility to operate their pro-
grams, we think in California we could do an even better job. We
have the "100-Hour Work Rule" that the Federal Government re-
quires. We id that to be a disincentive for those who want to
accept part-tune employment, because once they go over 1C3 hours,
they are automatically off of welfare.

Senator MOYNIHAN. Tha AFDC program?
Mr. AGNOS. That is right
Federal policy requires that a family grant be discontinued when

the unemployed father works more than 100 hours a month, and as
a result we don't even have a chance to get him started, because
they simply can't make it. on that arrangement.
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Early results of a California Refugee Demonstration Program,
where we did waive the 100-hour rule with our time-eligible South-
east Asian refugees. have been successful. We find that people did
get started in a part-time or entry-level job and merely supple-
mented their income with a partial grant. Once they were no
longer eligible for RDP, the 100-hour rule would again apply. That
is, a part-time job, if over 100 hours a month, made them ineligible
for welfai? and they couldn't make it on a part-time wage. In
many cases, they returr ed to welfare.

We asked for a waiver of this rule. It was denied by the Depart-
ment of Health and Human Services. We would like you to recon-
sider that in the legislative body to see if you couldn't he'? us with
that.

I think that completes my testimonyI have gone a little over
time, and I would be happy to answer any questions.

Senator MOYNIHAN. Well, first of all, congratulations. I don't
think we have anywhere heard of such a complete idea being im-
plemented. You say you have 10 counties, about a tenth of your ex-
pected caseload, which will be fully involved in the GAIN program
by 1990?

Mr. AGNOS. By 1990 our entire caseload in California, which is
somewhere around 225,000 recipients, will be on line.

Senator MOYNIHAN. So, you are just going to bring the program
on line, step-by-step?

Mr. AGNOS. That is fight.
Senator MOYNIHAN. You have asked the MDRC to come out and

track what you are doing and tell you how you are doing. You
begin with this idea that the Governors are talking about, the idea
of a social contract where the individual has responsibilities and so-
ciet y has responsibilities.

Mr. AGNOS. Absolutely.
Senator MOYNIHAN. And you sit down across a table and you

sign a piece of paper.
Mr. AGNOS. That's right. What happens is, as soon as the welfare

recipient comes in, the first things that are straightened out are
whether they are eligible, how much they are eligible for, what
their food stamps are, their medical benefits, and all fir ,. And
then they begin to discuss what their employment goals are and
how they can get there with the kind of training and child care
that are available. Once they reach agreement in that negotiation,
it is written down in the contract, and both sides sign it as an indi-
cation of their agreement.

We have r three-day cooling-off period, so if the welfare recipi-
ent, for example, goes home and somebody says, "My God, that was
crazy; what did you do that for?" they can go back and change it
without nny kind of recriminations. We think that is important.

Senator MOYNIHAN. And you have arbitration?
Mr. AGNOS. That's right, we have arbitration in the case where

there is a disagreement. Usually the appeals process is within the
welfare department, so the recipient feels it is a stacked deck
against them. So, we put in the impartial outside arbitrator so that
the recipient would feel confident that there would be soi neu-
tral, independent, ova .side body. And so, for the first time . least
in California, the welfare department is giving up control of the
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destiny of ti ipient as it i gates to an employment
choice, so the ate that kind of credibility in the pro-
gram. But I du. ,:,ssary for recipients to believe in it.

Senator Mon ___ _i. .. I wish we could have all morning to
hear about this. We have your testimony. Your colleague or neigh-
bor up the cast, Governor Gardner, is here, and I want to see that
he has a chance to testify.

You mentioned specifics of waivers and even of legislation that
California would be interested in from Washington. Could you give
them to us in a formal letter, to this Committee?

Mr. AGNOS. Yes, I would be happy to do that.
Senator MOYNIHAN. And to Senator Kennedy here as well? That

really is impressive.
Mr. AGNOS. Thank you.
[The information follows:]
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Honorable Daniel P. Moynihan
464 Russell Building
Washington, D.C. 2051(,

Dear Senator Moynihan:

I want to thank you for the invitation to speak before your
subcommittee last week. Your long histor/ of involvement' in this
issue clearly makes you a leader in this very important work. I

salute you for it.

I must tell you that as I sat and listened to other
witnesses, and hearing the recommendations from the National
Governors' Conference, I was struck by the fact that California
is already doing what is being recommended for the rest of the
country.

As I said during the hearing, we didn't do it alone, but with
the help of eLrlier state initiatives, in particular that of
Governor Dukak s in Massachusetts, and our observations in Wes'
Virginia, Penns!lvania and New York. Benefitting from their
experience, I believe we put together a state-of-the-art program.

I want to invite yJU to California so you can personrlly see
what we are doing here. You will see first hand how people have
rallied around GAIN as a solution to a community problem, how
long term welfare recipients regain their self esteem as they
find jobs or complete their GED, and how the welfare bureaucracy
finally sees itself as an advocate, not a policeman, of the poor.

During the hearing you asked me to reiterate, in writing,
what the federal government can do to support our efforts.

First, the Congress needs to adopt consistent policies that
support states' efforts to help AFDC recipients become self
sufficient. The great intereat in welfare reform is spawning
numerous bills which I believe offer opportunities to change the
system. At the same time, there is a danger that individual
proposals will continue to fragment a system the GAO has already
labeled a "patchwork".
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Senator Moynihan
March 5, 1987
Page 2

Second, the Congress should expend its definition of work
activity for AFDC recipients to include education and training.
Specifically, Title IV-A limits funding for work activities of
AFDC recipients to job search or workfare. If we are serious
about self sufficiency, this must be expanded to allow funding
for remedial education and training. In California, we are
finding that our caseload faces great educational barriers that
must be overcome. Otherwise, we will continue to perpetuate the
revolving door that characterized our well-intentioned efforts in
the past.

Third, Congress should allow the state to share in all of the
grant savings associated with helping long term recipients. I
fully support Senator Kennedy's efforts through the JTPA program.
However, I hope that Congress will consider expanding the
incentives to the actual grant savings that we expect to achieve
as a result of our state's investment in education and training,

Fourth, Congress should allow the states flexibility to
design programs that meet their local needs. For example, we
have been trying, to no avail, to get a waiver of the "100 hour
rule". Based on our experience with the Southeast Asian refugee
population, we believe that this rule creates a disincentive for
unemployed fathers to accept part-time employment. As a result,
we lose the savings associated with a reduced grant and the
fathers lose valuable on-the-job experience.

Once again, thank you for the opportunity to share with you
what we are doing in California.

I hope you will take me up on my invitation to visit
California.

AA:31m
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Senator MOYNIHAN. If you think of the distance that we traveled
from the stereotype of, "welfare queens," and so forth, to a genu-
inely creative notion of how to work together without stigmatizing
the recipients, while acknowledging that if the society has refuonsi-
bility, so do the individuals.

Mr. AGNOS. Well, one of &he important by-products, Senator, in
California at least, is that that whole "welfare queen" argument
that you correctly allude to has been taken off the table in our
state; we don't hear those Id, 1.13 of arguments over the last two
years. And what we are really arguing about is economic develop-
ment, where the jobs are, what we are doing to stimulate the eccn-
omy to provide employment for these people, and that is a very
healthy and refreshing kind of argument for a . -.ange.

Senator MOYNIHAN. Well, you have stimulated th' committee
and this committee chairman, I would say. We than you very
much, sir. Thank you for being here at the beginning and getting
us started in a very positive way. We are going to hear from you.

Mr. AGNOS. Thank you.
Senator MOYNIHAN. Thank you.
Now, what does a subcommittee chairman do with this embar-

rassment of riches? Governor Gardner, I understand that Senator
Evans has to leave shortly, and Senator Kennedywe are trying to
follow just who got here firstand Congressman Levin. Would you
like to introduce Governor Gardner? And then, Governor, if you
could stay, we will go on with our regular orderdoes that make
sense?

Governor Evans. That is fine.
Senator MOYNIHAN. Senator Evans, would you come forward and

introduce your Governor?
[The written prepared testimony of Mr. Agnos follows:]
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My name is Art Agnos and I represent the great uity of San
Francisco in the California State Assembly. Thank you for
inviting me to address your subcommittee on the subject of work
and welfare.

As one of its key archir ,s, I am pleased to be here to talk
about California's GAIN ern sr Id to bring you up to date on
it3 implementation.

I am yen, proud of what we accomplished in California. I

think we hews demonrtrated our commitment to Californians who are
less fortunate. Ani we did so with overwhelming by-partisan
support, one again showing that all of us, whether liberal or
conservative, can put aside our ideological differences to help
those who need our help.

GAIN is the latest step in our efforts to eliminate poverty
among our children. We started several years ago when we
strengthened our child support enforcement system to make sure
that absent parents lived up to their responsibilities.
Subsequently, I passed a law which set minimum standards for
support so that parents would pay at least as much as the state
for the support of their children.

Last year, we enacted GAIN and ended two decades of debate
and rhetoric about welfare reform in California. It marked the
end of a system that has fostered dependency, and the beginning
of a comprehensive effort to help those who can work go to work.

CAIN is a new, bold, and innovative program. It offers the
most comprehensive blend of programs ever assembled in one state
to help the poor. It is designed to offer solid opportunity,
real hope and dignity, centered around a fundamental human need
for honest work.
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I believe GAIN offers a model for the nation and a unique
opportunity for you, as national policy makers, to learn from
California's experience.

I say this for several reasons.

1st. GAIN includes all of the elements experts around the
country say are needed for successful welfare reform
programs -- child care, supportive services, education,
and training.

2nd. GAIN is targeted at long term welfare recipients. For
too long we have had programs that have focused our
energies and our efforts on people who would have
helped themselves without government's int-rvention.

3rd. California faces circumstances which the federal
government is likely to face when implementing any
national welfare reform program. California relies on
58 counties to implement the program thac, like the 50
states, have very different problems and
characteristics.

Yet GAIN is flexible b.ough to let each county tailor
their GAIN program to their local circumstances -- to
their local labor market needs, their welfare client
characteristics, and their local resources.

4th. California is committed to a rigorous and scientific
evaluation of our efforts. We have built random
assignment into our implementation efforts so that we
will be able to tell whether or not GAIN makes a
difference in our fight against welfare dependency.

5th. Most important, it is happening. GAIN is gradually
being implemented in our counties. Since last July ten
counties have begun operations. Their budgets alone
total $52 million and they expect to serve 37,500
participants during their first year of operations.

By law, all counties must begin their GAIN programs no
later than September of 1988 but they may phase-in
th r caseloads over a two year period. by 1990, when

in fully operational, California will be spending
:e than $400 million d year to help approximately

230,000 AFDC recipients find jobs.

To put this into perspective, California "ill spend
more each year than the national WIN appropriation
during its peak years.
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WHAT IS GAIN?

GAIN is the product of the nation's best ideas on welfare
reform. We learned from the experiences of other states, notably
Massachusetts, Pennsylvania, and West Virginia. We listened to
the best ideas put forth by liberals and conservatives. And we
used all of this information to shape a program that delicately
balances the needs of society with those of the individual.

GAIN takes the concept of social obligation -- previously
tossed around as a euphemism for client obligation--and more
accurately defines it to ac.-owledge that obligation cuts tw
ways. Clients must participate but the state must provide the
services necessary to help them find and maintain employment.

On the one hand, GAIN requires the state to provide a vast
array of services, essential to any welfare reform effort. These
services must include child care, transportation, and other
supportive services, remedial education, and other education and
training designed to help a person find a job.

On the other hand, GAIN is mandatory--but this does not mean
that it is necessarily punitive. Rather than using intimidation
or threats, it provides an opportunity, a second chance for its
participants to become productive members of their community.

Instead of pitting David against Goliath, GAIN places clients
on an equal footinc with the welfare office. Clients participate
in decisions affecting their lives. Counties must listen to
participants, treat them as responsible individuals, allow them
to make their own choices.

The law spells out how this will be done. (For the record, I
am attachiag a detailed explanation of how GAIN works. However,
I would like to briefly summarize what the law says.)

According to the GAIN statute:

o Counties shall provide education and employment training
services necessary to help participants find and keep a
job.

o Counties shall pay for child care at the local market
rate.

o Clients enter into a legally binding contract that
outlines what services they will receive and what their
obligations are under the program.

o Each person makes a choice about the mix of education,
training, and child care arrangements that best suits her
needs.

3
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o The county cannot dictate a person's employment plan. If

the county and a client are unable to agree on the results
of a professional assessment, the dispute is settled by an

impartial, third party arbitrator.

o Employment and training programs must be designed to meet
local employment needs.

o Training programs will be held accountable for placing
people in jobs that will last. GAIN will not pay to
simply hand out certificates--a poor substitute for a job.

o If funding for GAIN is insufficient, services shall not be

reduced. Instead, fewer people will be required to
participate, targeting scarce resources to those who need
it most.

o Mandatory workfare is not punitive or make-work. Workfare
placements must be in the area for which a person is
trained. This will help persons maintain their newly
acquired job skills, remain active in the labor market
network, and provide job references to prospective
employers.

o Workfare placements cannot displace regular employees.
GAIN includes language that prevents using workfare
placements to replace paid employees. This language was
written by representatives of unions who feared that
workfare slots would result in the loss of existing jobs.

o There are sanctions but they are more humane, more
appropriate to the degree of noncompliance than required
by federal law. They are designed to give people a second
chance, not simply add to a person's misfortune.

In GAIN, persons who fail to make satisfactory progress in
their education or training may work their way back into
an education or training program by working in a basic

workfare assignment.

Persons who, for the first time, refuse to participate
without good cause will be placed vendor payments for

up to three months. Vendor payments limit the person's
discretion to spend but does not penalize the children who
are the ultimate victims of their parent's refusal to

participate.

Federal fiscal sanctions, which cut off aid, apply only

if someone still refuses to participate after three months
of vendor payments, or if someone refuses to participate

for a second time.

- 4 -
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GAIN IMPLEMENTATION

Our implementation efforts are just beginning. While ten
counties have begun operating GAIN, sort, have been doing so for
less than three months. Therefore, I don't have numbers to show
how many people have found jobs, how long they have been there or
how much California has achieved in grant savings.

This will become available as we have more experience and as
we begin our evaluation.

However, I have some snapshots which I would like to share
with you.

o The need for remedial education is much greater than we
ever anticipated. Fresno County, which was the first
county to start its GAIN program, reports that half of its
new applicants and two-thirds of its continuing caseload
need some form of remedial education. Client surveys from
other counties show that Fresno's experience is not
unusual.

o Job clubs are an inexpensive effective way to help people
who do not need remediation find jobs. Between thirty and
forty percent of those who participate in job clubs find
employment. This experience is similar to that of other
states which have job clubs.

o Although the program is mandatory for mothers with
children over six, counties are experiencing a high rate
of volunteerism from mothers with children under six. In
counties where the program has started, there has been a
concerted effort to sell the program as an opportunity.
Consequently, there is a high degree of acceptance by both
AFDC recipients and the public at large.

o The mandatory nature of the program is an asset for many
long-term recipients. The counties point to case after
case of women who were afraid to come in the door, who
would not have volunteered because they were unwilling to
risk another failure. Yet, their attitudes, demeanor, and
dress change after they go through the job clubs. They
learn they can succeed, find a job, and regain their self
esteem.

o Workfare, as California has redefined it, is seen as a
positive component, not a make-work requirement. Napa
County, who was initially opposed to workfare, is finding
that using workfare as a work experience component helps
their newly-trained graduates learn about the world of
work, provides them with employment references, and keeps
them active in the labor market.

- s -
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INTANGIBLE BENEFITS

There have been other benefits to GAIN which am
uoquantifiable. We see new hope in a demoralized welfare syst,m,
improved coordination among different agencies, and innovative
thinking that focuses on problem solving.

Let me give you some examples.

o As Chairman of the Joint Oversight Committee for GAIN
Implementation, I have heard testimony around the state
from county welfare employees who tell us that one of the
best things about GAIN is the change they see in peoples'
attitude. For the first time in a long time, workers feel
that they will be able to help people, not simply give
them their checks and tell them to stay out of trouble.

o I have also heard time and time again that GAIN has
resulted in improved coordination of services. Los
Angeles County, which won't be implementing its GAIN
program until next year, felt that having the law on the
books has already paid off--during their GAIN planning
process they have discovered resources in the community
they did not even know existed.

As one GAIN coordinator put it, "We have been talking to
professionals who we've never talked to before. We're all
sitting down at the same table--educators, employers,
welfare workers, trainers--to tackle one problem. That's
a powerful combination."

o Finally, counties feel the freedom to shape a program that
is going to meet their individual needs and they are
coming up with innovative solutions to particular
problems.

One rural county has no public transportation so it is
exploring van pools. Others pay for minor auto repairs so
that people can get to and from work or training.

Another county which relies heavily on agriculture
recognizes that its economy will not generate enough jobs
for GAIN trainees. Therefore, they are exploring a
relocation allowance for people who are willing to move to
the more urban areas of the state.

HOW CAN THE FEDERAL GOVERNMENT HELP?

o By adopting consistent policies that strongly support all
efforts to help AFDC recipients become self sufficient.

- 6 -
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A recent report by the General Accounting Office (GAO) on
Work and Welfare amply documents what it calls "a
patchwork of administrative responsibilities and lack of
overall program direction".

It recommends that program authorizations for the
different work and welfare programs be consolidated and
funding levels made consistent across programs without
reducing state flexibility.

In California, for example, we are struggling with the

effects of this patchwork. As I mentioned before, there
is a great need for remedial education. Although the WIN
program would allow us to pay for remedial education and
the ac=panying support services, funds are so limited
that the state is paying most of these costs. This is
because remedial education is not an allowable activity
under the regular AFDC work programs funded by Title IV-A
of the Social Security Act.

Therefore, I fully support the GAO's recommendations.

o By allowing the states to share in all of the savings
associated with serving long-term welfare recipients.

The federal government must recognize that there are
differences among welfare recipients and that helping
long-term recipients will require a significant investment
up-front in order to get ae expected pay-back in savings.

Senator Kennedy has proposed a bonus payment program in
the JTPA program for states that serve long term welfare
recipients.

I fully support his proposal. I suggest, however, that
this bonus should be expanded beyond JTPA and allow the
states to share in the actual grant savings that are
realized from their efforts with long term recipients.

I say this because GAIN places an emphasis on serving long
term welfare recipients. The JTPA system alone is unable
to meet our needs and we expect to use all available
resources for this purpose. Thus, we expect to enlist the
aid of our adult education system and our community
colleges, most of which are funded by the state.

If we are successful in our efforts, the state will recoup
some of its costs from grant savings. However, as the
HDRC evaluation of our San Diego program showed, it is the
federal government who is the principal beneficiary of
program savings because of the sharing ratios of costs
associated with the various programs.

- 7 -
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o By giving the states the flexibility they need to operate
their programs.

For example, we believe that the "100 hour rule"
discourages unemployed fathers from accepting part-time
employment while on aid. This is because current federal
policies require that their family's grant be discontinue&
if they work more than 100 hours a month. As a result,
there is a disincentive for heads of households to take
entry level jobs because they are likely to bring home
significantly less than they would receive frcm AFDC.

Fresno county requested a waiver of this rule in order to
demonstrate that it is counterproductive to GAIN's goals.

They have reason to believe this.

Under our Refugee Demonstration Project (RDP), which
serves time-eligible refugees, we have waived the 100-hour
rule and found that refugees accept entry level jobs and
supplement their incomes with a grant. However, as soon
as they become time-expired and no longer eligible for
RDP, they quit their jobs and go back on aid full time.
We, therefore, lose the savings associated with the
reduced grant, and refugees lose valuable on-the-job
experience that would assist them in their climb up the
career ladder.

Unfortunately the Department of Health and Human Services
denied Fresno's request for the demonstration.

Thank you for the opportunity to testify before your
subcommittee today. I will be happy to answer any
questions you may have.

8 -
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(,AIN

IIICHLIGHTS

1) GOALS

The first goal is to develop a system wherein welfare recipients
are given a fair opportunity to prepare for a private unsubsidized
job through choices available to them which invo1ve training,
education and fair work opportunities. This is an investment in
people which not only gives them the opportunity for permanent
removal from the welfare rolls and returns them to the taxraying
roll, but saves the state money through reduced welfare costs.

The second goal is to develop a system wherein the recipient
are given a strong, equal opportunity to participate in the choices
and decisions that affect them as they prepare for private,
unsubsidized employment. This opportunity would be available to
them without the need for assistance from a lawyer or welfare rights
advocate. In this manner, the assumption is that the recipient can
take care of themselves if they are given the information,
opportunity and rights to do so.

The third goal of the program is to develop a system wherein the
recipient'is given every opportunity to educate, train and prepare
for a job without coming to a dead end. Nowhere in this system is a
person put into a dead end and nowhere in this system does the
system give up on anyone.

The fourth goal is to develop a dignified system designed to
successfully and fairly integrate work into welfare so as to give it
new legitimacy with the recipients and the public. It would put it
on the same basis as unemployment benefits in terms of public
assistance and support. No longer can anyone disparagingly say
"you're getting something for nothing."

2) PHILOSOPHY

Although AFDC recipients want to be employed, current work
programs available to them have not been as effective in helping
them achieve this goal as they could be. A comprehensive system of
employment, education and training programs--adequately
funded--would be much more effective in enabling recipients to
become economically independent and self sufficient.

- 1 -
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J) FEATURES

s it a syA.vm dclaym0 lv help and encourage participants
find unsubsidized employment through incentive and choices rather
than threats.

o GAIN is based on the fundamental premise that people want to
work given the opportunity to do so. The state expects people to
work and will provide the necessary services to help them do so.

o GAIN recognizes that there are differences among people applying
for or receiving aid. Services are available depending on their
prior work experience and how long thsi have been on aid.

1 Clients fully participate in decisions about their future with a
fair, complete opportunity to disagree with their worker. Career
decisions are made Jointly between the client and his or her
caseworker.

o Choices are available wherever possible. Although they are
initially limited to Job search activities, they broaden when
decisions have to be made about training or education as the person
moves through the system. Also, the participant can choose between
having a family member provide child care or placing the child with
any legal child care provider.

o There is an early recognition that education is important.
Early provisions are made to provide a high school diploma or
remedial education when they are necessary to compete in the labor
market. Participants can also pursue up to two academic years of
college education if it is likely to lead to unsubsidized employment
and they have completed at least half of their college education
when they apply. Community college would also be available for the
full two years. Students must complete their academic courses in a
timely manner.

o In addition to the existing fair hearing and appeal procedures,
the system provides several ways -o iron out differences between a
participant and his or her caseworker.

Misunderstandings can be cleared up through Informal and formal
ncl!iation.

Disagreements about program requirements or the services being
provided can be resolved through a county grievance procedure.

Disagreements about employment goals between a client and the
caseworker are resolved by an independent third party with career
planning experience who is not a part of the welfare system.

o Anyone can refuse to participate for good cause. Good cause
Includes being assigned or referred to a training component or Job
that is not part of his or her employment plan, or not being
provided with the necessary support services (such as child care or
transportation expenses).

-I-
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In addition, d person is not required to accept a )ob that would
make him oi her worse-off than if he or she remained on aid.

o Poisons who refuse to participate for the first-time without
good cawc will be placed on vendor payments for three months. Aid
v111 be restored any time during this period if the person agrees to
participate. If they still refuse to participate after three months
or refuse a second time, fnderal monetary sanctions apply.

o Child care and health coverage is available during a transition
period for tho-e persons who find a )ob and need assistance.

o Success of this system depends on the cooperation and enthusiasm
of state and county agencies respc.nsible for the administration of
public assistance and employment and training programs.

Counties are required to tailor the program to meet local needs,
be responsive to local labor market conditions, and meet the needs
of their AFDC caseloads in a manner that is consistent with the
statewide program. To do so, counties must use and develop the
range of services envisioned by this program they must use existing
resources to benefit program participants or develop new ones in
order to offer participants the maximum number of choices consistent
with their needs.

o Implementation is phased-in over a three-year period.

o Monitoring of the program is on-going. The state will
continually review the implementation of the program to determine
the appropriateness of services provided to individuals and
sanctions and annually report to the Legislature.

o The program cannot create training positions which would result
in or be the result of displacement of regular employees already in
the work force.

o The program recognizes the value of the work performed by
participants in pre-employment preparation (PREP) assignments.
Instead of using minimum wage, the amount of hours that a
participant would work in a PREP assignment would be determined by
dividing the AFDC grant amount plus food stamps allotment by the
average statewide hourly wage for EDD job orders ($5.07 an hour in1984). The average shall be updated annually on July 1st.

4) PROGRAM COMPONENTS

REGISTRATION

Mandatory for all persons currently required to register for WIN
(mothers with children over six years of age, and the principal wage
earner in a two-parent family) who apply for or are receiving aid.

Thc,tc who are not required to register are allowed to volunteer.

- 3
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Poisons may he deterred from participation under specified
circumstances. The include problems which are transitory such as
.1 1"mily or frerrumw purtIC.putIon would jeopardize tal
legitimate employment such as a part-time job or union membership or
(bl completion of a self-initiated vocational or education program
that may lead to employment.

BASIC CONTRACT BETWEEN PARTICIPANTS AND THE DEPARTMENT

At the time of registration, participants and the welfare worker
sign a contract which is binding on both the participant and the
department. It outlines what the program is about, the services
which the county will provide the participant, each person's duties
and responsibilities, and the consequences of refusing to
participate.

It thc county does not provide the services called for in the
contract, the participant can refuse to participate in the program.

Persons who need remedial education, a high school GED, or
training in English as a Second Language in order to compete
successfully in the labor market will be referred to these services
before being required to attend a job club or look for work.

Persons who are enrolled in a vocational or educational program
at the time or registration or redetermination may continue the
program. If the person ends the program of stops participating, he
or she will be required look for work in either a job club or
under the department's supervision.

Person; who have worked in thc past two years can choose between
attending a job club for one week followed by a supervised job
search for two weeks or looking for work under the department's
supervision for three weeks.

Persons who have not worked in over two years will be required
to attend a one-week job club before the two-week job search.

The job search can be shorter than thre.4 weeks when a caseworker
and his or her supervisor agree that a perjon has exhausted all
reasonable )ea leads.

Persons who have been on aid more than twice in three years will
be referred directly to an assessment. ASSESSMENTS AND EMPLOYMENTPLANS

The county and each participant shall develop an employment plan
for those who arc unsuccessful in finding unsubsidized work after
participating in the job club or job search or for those who have
been directly referred for an assessment. The plan shall be
developed by a person with career planning experience, and it shall
be based on assessment of the person's skills and needs, including
his or her work and educational history and need for supportiveservices.

4
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Once the participant and the county agree on the employment
plan, the plan shall be incorporated in an amendment to the initial
contract between the participant and the department. The amendment
shall specify the goal to be attained, the training or education
services to be provided, and the criteria for successful completion
of these services. It also provides for a 30-day grace period once
training has begun during which the participant can request a change
or reassignment.

Services include on-the-job training, pre-employment preparation
(PREP) assignments, vocational training, supported work, grant
diversion, up to two years of community college or college education
which was at a work-related goal. In the case of college, the
participant must have satisfactorily completed at least half of a
four-year college program in order to continue while on welfare.
The college training must be completed in a timely fashion.

The amendment to the contrast must also specify the supportive
servic s which the county will provide the participant (child care,
transportation, etc.).

If the county and the participant de not agree with the results
of the assessment, an independent third party with career planning
experience outside of the welfare department shall do an assessment.
The results of this assessment shall be binding on both the
participant and the county.

SUCCESSFUL COMPLETION BUT STILL UNEMPLOYED

If a person successfully completes his or her education or
training as specified in the employment plan but is still
unemployed, he or she shall be referred to job search for 90 days.

If, at the end of the 90 days the person is still unemployed, he
or she shall be referred to a long-term pre-employment preparation
(PREP) assignment--not to exceed a year with reassessment in six
months--which provides the participant with on-the-job training
related to his or her skills. Of course, because employment is the
continuous goal, the person is expected to constantly be searching
for a job.

-5-
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UNNUCCESSVOL ('OMPI.KI'ION

if a participant does not complete his or her education or
training successfully, he or she shall be assigned to a long-term
work experience (not to exceed one year) designed to acquaint that
person with the expectations in the world of work. The person must
be reassessed in six months to determine' readiness to resume
education/training program at that time.

At the completion of one year, the participant will be given
another opportunity to begin a training program.

SANCTIONS

The county must provide for an informal conciliation period
between the participant and his or her caseworker.

If all conciliation efforts fail, the family shall receive aid
through money management services (vendor payments). If the person
agrees to participate in the program any time during these three
months, aid shall be reinstated as soon as possible.

If a person still refuses to cooperate, or it is the second tim.
that the person has failed to cooperate, aid shall be discontinued
for three months or six months, as required by current federal law.

Everybody is entitled to fair hearings, at any point in the
process.

GRIEVANCE PROCEDURES

Counties shall establish formal grievance procedures which give
participants another opportunity to protest any program requirement
or assignment that they believe are contrary to the intent of the
law (such as a violation of their signed contract). Persons who
choose to file a grievance are not subject to sanctions as long as
they continue to participate in the program subject to the outcome
of the appeal.

Anyone can refuse to participate for good cause. Good cause ca:
include being assigned or referred to a training component or job
that does not meet the provisions of the contract, or refusing a Jo!
that would make him or her worse-off than if he or she had remained
on aid.

- 6 -
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The Sect- nerd° Bee
Sunday, October 13,1985

By David L Airp
Special to The Bee

THE SCENE WAS Holly-
wood in Sacramento when
George Deukmejian signed
California's sweeping welfare
reform bill into law last
month. Sixteen TV cameras,
unprecedented for such an
occasion. whirred away and
newsmen from the national
press were scurrying for back-
ground information

The gmemor. a man not
normally given to public dis-
plays of fnvolousness, had
his own little joke, a plastic
"take a bow" box from which
issued the canned sound of
cheers and applause. Deuk-
mejian had reason to be ebul-
lient. He had gotten the Legs.
lature to go along with his
=Rife commitment to un-
plement workfare. It was
his biggest rectory in office
and a timely one, since an Au-
gust Field Poll had shown him
trailing Lou Angeles Mayor
Torn Bradley, his likely Demo.
cube opponent in next year's
election.

San Francisco Democratic
Assemblyman Art Agnos, a
liberals' liberal and the man
who shepherded the measure
through the Legmlature, was
equally exultant. We got a
state-of-the-art training pro-
gram and a state-of-the-art
child-care program," Agnos
declared, "and the conserva.
lives arc paying a quarter of a
billion dollars for it all "

At the bill-aligning ceremony,
praise was being ladled out
like whipped cream on a hot
fudge sundae. Republicans
were saying such nice things
about Democrats and Demo-
crats wets saying such nice
things about Republicans that
you could imagine at least
for the moment that parts.
san polities had become as
passe as the hula hoop

Maims habitually exag-
gerate their accomplishments,
but this is one time when the
lawmakers can feel good about
their handiwork They com-
mitted the rarest of political
acts the bipartisan adoption
of innovative social welfare
legislation

"We've done something that
has never been done, and that
is to bnng the hbaals and con-
sematzves together and com-
bine work requirerceits with
training programs," asserts
David Swoap, until recently
the state's health and welfare
secretary and one of the pen-
opal architects of the plan.
The action may ensure the re-
election of a governor, while
potentially cutting hundreds
of millions from California's
welfare bill.

UNDER THE NEW program,
which is called 'Greater Ave-
nues for Independence," or
GAIN, an estimated 190,000
welfare recipients, mostly
mothers of school-age children,
will be asked to look for work.
If they don't succeed in find.

How workfare became law
an amazing compromise

wdla_me

Gov Deukmejian signed the we kfme bill Sept. 26 s triumph for. seam others, Assemblyman Art Apos (twed, tialit)
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ing a job on their own, they'll
get help from the state. Those
who aren't required to join the
program may volunteer.

The idea is to get welfare re-
cipients off the rolls and into
decent jobs work that will
keep them permanently out of
the welfare system.

There ts English language in-
struction, for those who don't
speak the language, ;mod a

three-month "job club," ....or
recipients who need to brush
up on the skills required to get
inside an employer's door The
mown offers up to two
years of onthe:job traumas
and subsidized private employ-
ment, or vocationally-oriented
community college instruction
for individuals who are hard to
place.

Tina who still don't ham a
job writ earn their welfare
checks by ping to work for
the government This it what's
madly called workfare, but
it's a fa cry from the punitive
workfare schemes that conser-
vatives have advocated for
years. These job pay the same
Wile at the average California
starting way, presently over
SS an hour; and they're de-
Maned not as make-work but
an preparation for private em-
ployment After a year on
workfare, the training cycle
starts spin.

State support for the job-
seekers goes beyond training
to include personal counseling

and transportation. Most im-
portant, Califom will spend
$134 million annually to pur-
chase afterechool are for lb.-
children of working mo

Recipients who won't play
by the rules suffer sanctions,
including ultimately a cut
in their welfare check. But the
idea nal to save money by
"sanctiorung" people off the
rolls and onto the streets. As
Agnes puts it, the muffles are
conceived as a "kick in the ass,"
Recipients who think they're
getting a shabby deal from the
bureaucrats are entitled to pre-
sent the, grievances to an out-
side arbitrator.

This bill is, far and away,
the most ambitious social re-
form armed at the poor to be
enacted during George Deuk-
mejian's term as governor In-
deed, there's been nothing on
this scale adopted anyplace an
the country for the past de-
cade. Morton Sklar, former
director of Jobs Watch, a
pole that monitors welfare
policy, predicts that GAIN
will be "very tempting to
other states."

PASSAGE OF THIS welfare
reform bill marks a major turn-
around in state politics. A year
ago, the governor and the Leg-
islature were at each other's
throat on almost every issue,
including welfare For two
years running, Deukmejian
had in troduovil a workfare bill,

only to watch it attacked as
"slave lobe." and expire an
c ommittee. "A forced labor
program," Los Anbeles Sena-
tor Diane Watson called it
"It's sing for your supper
said Assemblyman Tom Bates.
And since Watson and Bates,
Democrats, chair the key leg-
!Motive committees, their "no,
never" posture seemed the
final word.

The Idea Is to get
welfare recipients
off the rolls and
Into decent Jobs- -
work that will keep
them permanently
out of the welfare
system.

Even as the welfare issue
was going nowhere in the Leg-
islature, the number of welfare
recipients kept increasing at a
rate twice as great as the
state's population growth, the
return of better economic
tunes had made no difference
Welfare costs, SI 6 billion last
year, have kept rising, too,
producing andespread resent-
ment among the voters. These
gnm facts kept the pressure on
the politicians to do some-
thing.

1 1 ?

What brought welfare re-
form buck from the elephants'
graveyard ass a complicated tale
with a cast of characters al-
most as barb as a Cecil B.
DeMille epic. The pivotal
Byres are Agnos Swoap,
Sacramento's version of the
Odd Couple.

Art Agnos was a social
worker before he became
agislator and he still is, an
his commitment to a govern.
ment that cares for those who
can't fend for themselves. His
fingerprints are all over most
of the social programs that
have emerged from the Lour
lature m recent years. Agnos
has led the charge on gun con-
trol and the campaign for in-
creased AIDS funding. He is
probably best known as s tire-
less campaigner for gay rights.

Dave Swoop Is a cost.cutter
I./ instinct, whose rust respon-
se to almost anything u "les
government." A decade ago as
a Washington staffer, he was
retailing horror stories about
food stamp cheats. As the
Motet Health and Welfare sec-
tetary, he cut his own burea-
ucracy by 10 percent and pro-
posed burger budget cuts than
the governor has been willing
to make. Swoop's deep-rooted
opposition to abortion has
trade him a hated figure in
certain liberal circles.

"You can trust Sweatt "
That's the word former San
Francisco congressman John

Burton passed aloof, to Amino.
The assemblyman was dubious

"look a 'he guy's record"
but beca..se of his admira-

tion for Burton, he war de-
termined to find out whether
there was some common
ground.

Aorios and Swoop began
working together on easy
problems. There was a July 4
all from Agnos asking Swoop
to break a bureaucratic log-
jam and get at-home nursing
are for a dying child. There
was Agnos protecting Swoop
against the petty harassments
of !emulators who tried to nit-
pick his office houskeeping ex-
penses.

Swoop and Agnes gave in-
stant access to one another, a
very unportuit perk for busy
people. Gradually they took
on riskier irsues, helping each
other out in the cormab of
the Assembly DemoaatIc
Caucus and the governor's
cabinet. Last year, they won
approval for a mutimelfare
form bill, which gave redpi-
ems first creek at temporary
government jobs.

Yet when a frustrated
Swoap asked Agnes if there
wasn't something they could
do about welfare, the two ne n
were lasses apart In their,
philosophies. Agnos wanted a
voluntary training program;
Swoop wanted workfare. Dur-
ing an early meeting with
Swoop, Agnos summarized the



differences Cn a scribb'ed
three-by-five card. Democrats
believe "people want to work

. and will, given the oppor-
tunity, choice and training,"
k asserted, while Republicans
assume that "people do not
want to work unless intimi-
dated or threatened with unc-
tion or some forced undesir-
able alternative."

THE FIRST TURNING
point was a weeklong sun by
9woap. Agnos and a handful
of other legislators and staff to
the workfare and job training
programs of three Eastern
statex. "It was one of the most
unique expenences in my pol-
itical life," says Agnos, "not
only for what ac saw, the
kinds of ;obs people on wel-
fare were doing, but also for
the constant talking we did, at
breakfast, at lunch, on the
plane, over drinks till 2 in the
morning talking about our
lives, our families, about how
we we the world. It was Wee a
retreat."

At a water-testing 1-60ra--
tory in West Virginia, Amos
and Swoap met a 38-year-old
WOW named Velda. She had
gotten pregnant at 18 and had
four children by her husband,
who was now In jail. Though
Velda was supposed to It
learning how to be a water-
teeter, shs was being used as a
janitor, and no one was morn-
tonng her progress.

This shouldn't be part of
any California program,
Swoap and Agnos agreed.
When it came time to firm up
a deal, the "Velda factor"
don't exploit welfare recip-
ients by giving than dead-end
jobs became a key principle

ly last April, Agnos and
Swoap had fasluoned the
beaks of an agreement Swoap
still had to sell Deukmejian
that the added cost was worth
paying. Agnos had a tougher
task. He had to sell his hostile
Democratic colleagues on the
merits of the legislation and
on Swoap.

Agnos' strategy was to bring
together all the key staff mem
ben, including those working
for legislators opposed to basic
elements of the AgnosSwoap
deal, to hash out a bill The
measure produced by the
working group essentially,
the GAIN program with less
generous provisions for child
are was introduced in mid-
July. Watson and Bates were
still antagonists. But Agnos
had succeeded in lining up key
Democratic support.

Agnos had the backing of
Assembly Speaker Willie
Brown, who saw the bill as a
way of neutralizing the "soft
on welfare" accusation that
made Democrats running in
conservative districts nervous
He also won the endorsement
of Assemblywoman Gloria
Molina and Senator Bill

Greene, two legislators repre-
senting the black and Hispanic
ghetto communities of Los
Angeles. Their involvement
undercut opponents' claims
that the bill was no more than
a dose of harsh medicine for
those on welfare.

Most Important,
California will
spend $134 million
annually to
purchase
afterschool care
for the children of
working mothers,

Govemor Deukmejian was
an ardent supporter, even
though the new legislation was
far more elaborate and far
more costly than the lob
Club - Workfare measure the
governor had previously back-
ed "We were looking for a
mechanism to solve the prob-
lem of welfare dependency,"
says Steven Merksamer, the
governor's chief of staff, "It
didn't have to be the pure
workfare model "

THE GOVERNOR'S OF-
FICE had left much of the ne-
gotiating to Swoap and his
assistant. Carl Williams So had
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Assemblyman Ernest Konnyu,
who represented the Assembly
Republican Caucus during the
bargainuig. "I trustcd Wil-
hams," declares Konnyu
"He's a conservative true be-
never. lles also a bargainer
who can convince you that he
Just got you the best deal, that
what you've given away is a
matter of detail, not principle "

The political maneuvering
was just beginning A dozen
welfare reform balls had been
introduced into the Legisla-
ture during the term, and Sen-
ator Watson's committee was
busy converting al' of them in-
to pilot projects When the
newly drafted measure came
up in the Assembly, Tom
Bates used every parliamen-
tary trick in the book as

well as some he made up on
the spot to stall the measure
to death in the weeks before
the September adjournment
It took a threatened special
session of the Assembly to get
Bates to back down from one
particularly outrageous mane-
uver. When the Assembly
finally got the chance to vote,
it gave the bill a 688 sendoff.

Prospects were far more
dicey in the Senate, wherr
Senate President Pro Tem
David Roberts was at bestluke-
warm about welfare reform
Robert was uneasy with the
speed at which the bill was be-
ing rushed through the Legis-
lature And the chairwoman of

the Health and Human Ser-
vices Committee. Diane Wat-
son, was its most unbending
opponent Watson had suffer-
ed several unhappy public
moments during the term, in-
cluding a verbal spanking by a
fellow senator, and Roberts
didn't want tt, inflict yet an-
other wound

It was essential, Agnos real-
ized to "energize" Robert
The only way of accomplish.
ing that was to link welfare
with Roberts's : program,
after-school care for the child-
ren of working mothers

Passage of this
welfare reform bill
marks a major
turnaround in
state politics.

A year earlier, a $30.million
latch-key child bill sponsored
by Roberti had been vetoed
by Deukmejian. "I'll be dead
and buned," Robert told the
Senate, before having another
shot at getting the governor to
approve a major child-care
program.

Deukmejian. who hates
horse - trading, had to be per-
suaded to bargain with Roberti
The search was on for what
the participants called an "cl-



egant solution, " an understand.
ins that didn't look like wheel-
ing and dealing, but allowed
negotiations with Roberti to
proceed.

Roberts's support didn't
come cheaply. He got his latch-
key program more focused
as poor working women and
less child development-onent-
ed than he might have liked.
but with a S71-million pnce
tag He also came away with
S36 million to build new child.
care facilities. And for child-
ren whose parents are in the
GAIN program, he won more
funding S2,100 a year per
child than the administra-
tion rust proposed

ALTHOUGH THOSE close
to Deukmejian deny it, the
governor gave much more than
he got to win Roberti's sup-
port. Deukmejian needed to
emerge from this session of
the legislature with a win,
Major initiataves on toxin re.
organization and the unitary
tax had been stymied, work-
fan had a political sex appeal
that these items could never
up= to. The August Field
Poll, which shook up Deuk-
=lien's staff, had shown that
Californians thought highly of
Deukmejian but were vague
about what he stood for
Workfare became the goveit
nor's take-a-stand issue.

With Roberta offering what
one colleague teens "semi-

passionate" support for the
bill, the welfare reform bill
whisked through Watson's
committee and a vote on the
Senate floor in a single day
"It's still a forced-labor pro-
gram," Watson angrily insisted
"In places where there are no
real job prospects, welfare
mother: will simply go home
and have another baby "

Bill Greene, who like Wat-
son represents the Los Angeles
ghetto community, had a

sharp-edged retort. 'The pre-
sent system is nothing, rip,
zero, double-zero. It is debili-
tating, denigrating, and I am
tired of seeing women that I
resent put in this kind of

posture "
With Senate passage, the

fight seemed over Assembly
concurrence on some technical
changes was the only ramm-
ing step before passage became
official. At that moment,
though, Assembly masonry
leader Pat Nolan decided !hat
the package cost too much

Those who had worked for
months to hammer out the
deal were understandably d s-
mayed at this 24th-hou- a p-

pearance And the fact tt st
the young Republican staffes
working for Nolan displaye I
more zeal than brains at one
cntical moment, a staffer de-
tailing numerous points of
contention admitted he hadn't
even read the bill made
things worse.

In the end, the Republican
Assemblyman surrendered to
the wishes of the governor's
office "We had gone too far
down the road to change
course," says Merksarner.

"Tell Nolan the game is
over," Agnes said to Merk.
samer 'Then go to Roberts
and shake on it."

AFTER THE bill-signing,
everyone was convinced that
he had made the best deal
Deukmejian had had to com-
promise twice offering to
spend more money, first on
training programs, later for
child care, than he had intend-
ed But the governor got his
workfare program. As Carl
Williams declared, "if you saw
the TV coverage, it was worth
every penny "

Dave Roberti saw the bill
very differently, as the Magna
Charts for child care. Years
from now, he predicted, that's
what would be remembered

In fact, everyone involved
will probably benefit political-
ly, including the Odd Couple
of Swoap and Agnos. Dave
Swoap is now Mr Welfare Re-
form He's the man who was
picked to spread the gospel on
the "Today" show and has
been seriously touted to had
the federal Health and Human
Services Department.

Art Agnes has been Prais-
ed so lavishly by all the partic-
ipants that you'd think canon-
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cotton was an the wand And
has political reward may be
more tangible

At least that's the estimate
of Assembly Speaker Willie
Brown During the last hour of
debate in the Assembly, Tom
Bates predicted that in five
years this measure would be
regarded as a failure Bates
hoped that, when the time
came, the authors would
adi , as much

"1. -0 ere talking about
Assemt, 'an Agnos," Brown
shot back, 'tell be the manor
of San Rai ACO by then "

"Is that an endorsement"
Bates asked

"It's a guarantee."

WHAT ACTUALLY happens
in 1990, when the bill has
been fully implemented, is
anyone's guess. The Depart-
ment of Social Services pre-
dicts that the state will save a
quarter of a billion dollars a
year in reduced welfare costs

The Department of Finance,
the administration's fiscal con-
science, is much less sanguine
So is the Legislative Analyst's
office, which points out that
DSS has probably exaggerated
the speed with which welfare
recipients will get jobs and
overstated the savings from
those who, in order to avoid
workfare, won't sign up for
welfare in the first place If
the Legislative Analyst is right,
costs could be much higher

hundreds of millions of dol-
lars higher and fiscal bene-
fits much smaller than the pol-
weans are acknowledging.

Who is right how much
money will be saved, how
many sobs will be filled by
newly trained welfare mothers

can't be known now There
Is some mildly encouraging
data from San Diego County,
which has been operating a job
club-workfare program for
several years. But much of the
San Diego savings came from
trimming people from the rolls
and the protections built into
the new legislation makes this
strategy less likely

A lavish employment and
training program in Massa-
chusetts has put 17,000 wel-
fare recipients in unsubsidized
pnvate-sector jobs during the
past two years, saving the state
some S50 million. Yet because
that program is essentially vol-
untary, it attracts the most
motivated recipients. In the
mandatory California program,
there are bound to be propor-
tionately fewer successes.

There will always be some
people on the welfare nal, no
matter how the GAIN pro-
gram is carried out But, in an
important sense, that is beside
the point. As Sen. Bill Greene
argued passionately during the
floor debate, those individuals
are better off bringing home a
paycheck even if it's a work-
fare paycheck. The very fact
that they are working should
help break the cycle of depend-
ency and despondency
which, after all, is what social
welfare programs are supposed
to achieve.

)...0
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'Workfare Program
Modeled on est' of
Other States' Plans

By RICHARD C. PADDOCK, Times Staff Writer

SACRAMENTODuring the last school year, Vella Jenkins spent two
days a week quietly mopping floors at a state lab in South Charleston,
W.Va in exchange for her welfare check

A mother of three teen-aged
children, she had been promised
training as a lab aide. But she never
received an hour of instruction

"I can't get off welfare with what
I'm doing." she said. 'Tin not
working myself any farther than
up and down these halls."

In West Virginia, officials con-
ceded that Jenkins had fallen be-
tween the cracks of the state's
workfare system. But in California.
she has helped shape public policy.

Her case became known as the
"Velda Factor" among a handful of
California lawmak.a and officials
who discovered, her plight last
spring while on a tour of states that
had enacted some form of work
program for welfare recipients. To
Assemblyman Art Agnos (DSan
Francisco). statd Health and Wel-
fare Secretary Davirnrap and
others, her situation was an exam-
ple of what to avoid in creating a
California workfare system.

That trip turned into a crucial
first step in the evolution of Cali-
fornia's workfare program, which
WS signed into law last Thursday
byGov. George Deukmejian.

Cali torn's', Plan
Under the California plan, as

many as 175,000 welfare recipients,
primarily women with children

er the age of 6, will be required
vork, go to school or receive job
uning in exchange for public

avis' ince.
Bu. rn part because of Velda The Massachusetts program,Jenkins, each of these welfare known as Employment & Training,recipients will receive a written or ET, is not considered workfare

contract from their county welfare because it has no mandatory work
department spelling out precisely I provision. Its only requirement iswhat training they will receivea that welfare recipients register for
method unique to the California the program. They then can chooseprogram. from a variety of training programs

And in part because of the lack of or choose not to participate at all.
child-care assistance available in I

Massachusetts officials said theirWest Virginia for workfare moth-
pMerarn i3 designed to motivateem like Jenkins, California's prJ.
welfare recipients to worknotgram includes an expensive child-
coerce them to get off welfare. Andcare feature that will enable wel- far, there has been no shrtagefare recipients to spend many more
of:volunteers for the limiten num-how, at work or in training.

;.bcr of Er slots available.

California's adoption of a work-
fare program comes at a time when
25 states are experimenting with
mandatory work programs and an-
other 12 have established volun-
tary programs But lawmakers in
Sacramento have created a work-
fare and training program far more
comprehensive and complex than
any of the. programs attempted
elsewhere.

The California delegation's trip
to the East provided a first-hand
look at work programs in West
Virginia, Massachusetts and Penn-
sylvania Perhaps more significant
politically, it also opened a line of
communication between the con-
servative Swoap and the liberal
Agnos.

The trip had precisely the result
we were looking for," Swoap said it.
an interview. Swoap, who an-
nounced Friday that he will resign
Nov. 1, sail "It enabled us to see all
these various elements in detail,
decide which ones we liked and
which ones we didn't. We devel;
oped little buzzwords and common
undarstandings, like 'the Velda
Factor.' "

In Massachusetts. the California
delegation saw a highly touted
work program that stresser the
voluntary participation of welfare
recipients.
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"We approached it very differ-
entlyIn a positive way," Massa-
chusetts Gov. Michael S. Dukakis
s.:..1 in an interview, "The people
on AFDC have responded so well to
this that our only problem is we
can't respond fast enough to ac-
commodate all the people who
want to come in."

_ ET was so attractive to Boston
resident Cheryl Liberatore that she
quit her lob last year to go on
welfare so she would be eligible for
one of the training programs. As a
result, the 22-year-old mother
said, she landed ajob at Massachu-
setts General Hospital that paid
nearly twice as much as her old
one.

When the California delegation
came through Boston, Massachu-
setts state officials displayed Lib-

; eratore as one of their success
stories.

Recipients tilvon Choices

California officials were so im-
pressed with the Massachusetts
program that they incorporated
Mtn their proposal a component
that gives welfare recipients some

, choice in the kind of work, training
or education they will receive. I

"Massachusetts provided a
mandous model for us," Agnos sold.

: Massachusetts officials report
; that their program has saved $501
million in welfare costs since it
began in 1983. Between October,
1983, and June. 1985, according to
these reports. 10,579 Massachusetts I
welfare recipients have been
placed in jobs with an average I
entry level wage of $5.10 an hour.

. In Pennsylvania, much like West '
Virginia, the visitors from the West

:Coast saw a workfare program
geared more toward giving em-
ployers free labor than Providing'

; welfare recipients with training,
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One of the largest erriploy,rs n ;
orkf are labor has been the '

sylvanta National Guard,
used welfare recipients as custody
ans at many of its 98 armories /

In many cases, the workfake
participants replaced workers laid
off by the statea practice that
will be prohibited in the California
program.

2'From my point of view, with
the number of budget cutbacks, 1
don't know how we would have
gotten the job done wnhout.them:
said Pennsylvania Adjutant Gen.
Richard Scott, who oversees the
National Guard.

But even at one air base at Ft.
Indiantown Gap, where workfare

offers little In the way of job
training, one participant praised
the program.

"It gives you a chance to get out.
and do something," said 36-year-1
old George F. Keener Jr., the father !
of two small children. "I was lust
sitting around the house doing,
nothing. At least I'm working for
the money now."

Keener's attitude is shared by :
many workfare participants, ac- I
cording to field studies conducted?,
by the New York-based Manpower!
Demonstration Research Corp.

One of the surprises was the
positive response of people to the
work program," MDRC vice presi-
dent Judith Gueron said in an
interview.

Added Agnos, "All the studies
done around the country indicate
that the overwhelming majority of
people who participate in even the
most Draconian forms of workfare
indicate they feel better about
themselves as a result."

One element of the California
plan was drawn from a county-run
pilot programin San Diego.

In that program, welfare recipi-
ents must look for work and those
that are unsuccessful are required
to take a workfare assignment. A
similar provision has been included
in the statewide program.
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Reagan'. Workfare Program
The proliferation of different

programs around the country was
fostered by President Reagan, who
as governor of California champi-
oned a version of workfare in 1971
that now is widely regarded to
have been unsuccessful. At the
time, Swoap was a Reagan appoint-
ee very much Involved in the
governor's workfare efforts.

Ten years later, In 1981, the
Rermn Administration In Wash-
ington sponsored a change in the
federal law to make it easier for
states to require welfare recipients
to work. Swoap then was Reagan's
undersecretary of health and hu-
man services and played a key role
in changing the law. A

In 1983, Swoap return to Sac-
ramento as a member of D kmeji-
an's cabinet, where he is n w in a
position to implement woridire at '
the state level.

It was particularly good to con'
back and design a package that,
takes advantage of v. hat we did on
the federal level," Swoap said.
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Richard P. Nathan

A Welfare Revolution
Quietly, in the states.

For 20 years. welfare reform has been the
Mount Everest of American domestic policy.
Pohurans have tried to climb it because it was
there. The history of these ascents has beencon-
traversial. The proposals have been mostly cam-
irehensiee grand des.gna, made in Washington.

position has been a test of one's ideology.
As a former participant. I now believe these

earlier efforts to establish a negative income tax
cr r-aranteed income system were the wrong
approach to welfare reform. But in the past five
years, there has been a subtle and bttleneiked
shift toward an alternative. A new consensus i3
emerging, emphasising jobs and with state gov
emments in the driver's seat.

In over two-thirds of the states, there is ac'dantY
3.-der the heading or woridare," which I believe
nay turn out to be the real welfare re-
farm. In this p-ocesa, the meaning of the
uerd "woddare" is subtly chap cg. In the
1970s, worldare wan anathema to hbels
v'o often clamed it as "slavefare." T -e
meaning of the term in this period teas
narrower than it is now. It referred to the
sore approach that people on welsre
should "wo:k their benefits. Tney
saadd engage in public service jobs (often
condemned as "mane work") (or an
amount of tune equal to some wage rate
(such as the man= wa(,e) divided by
their entitlement to welfare assistance.

Historically. this has berm the approach
to welfare for adult men without families
order state and county assistance programs. Le
1971, the federal law was amended to :Nude that
a woman in the then 06trrowing Aid to Families
with Deper.dent Children program register for
work and accept a "suitable" job iione is available
ad if her youngest child is over 6 years of age.
T:us requirement does not say that stets and
aunties have to sot up jobsonly that if a suitabie
St:* is avtlah'e (along with chdd care) an AFDC
fa.mlly head is required to accept it,

Ten years later, Ronald Reagan tried to rove
even further in this direction. He proposed that
states be required to provide jobs to all AFDC
1..mly heads, again with christen over 6 years of

le and where child care is sealable. Although
Reagan succeeded in 1581 in obtaining passage
c fundamental welfare changes removing mary
e orkirg poor families from the AFDC rotes. he
'AP% net successful in winning enactment of uni-
t ens' aid compulsory work as a condition of the
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rice pt of AFDC benefits. Congress instead
ea,d

tart the states could tent the approach aiong'.itn
o.Y.e employment approaches to welfare worm.

: he mpertant new activity being undertaken
be. over two-thirds of the states involves te5:3
t....7r this new authority, although on a broad.
eyed basis that also includes job preparation ard

no search activities. The states are using a van-
et/ of approaches; they can be arrayed on a emi-
t:nu= accorcung to the degree and climatic: Di
the obligations imposed under these new sta.e
systems.

The welfare reform programs of hlichael Du:sa
gmernor cf Massachinettz, and Gorge Dec..-

rrepan, gaverr.or of Califorrla, bear parts: Wary
cloy: watching. The Massachusetts program called
"ET Choices" is the most liberal test of employ
rent approaches to welfare reform. (ET stands for
employment and training.) The emphasis in Massa-
chusetts is on job preparation and placement sere.
ices, not on compulsory work experience. Th:s
preach can be contested vnth that of states such
ns Utah and West Virginia that have a strong to&
ton of mandatmy community work expenerr.e for
welfare family 'wads

California's program stands out as the most
ambitious new state welfare reform in the nation.
In 1985, tl.e state enacted legislation to prode
"Greater Avenues to Independence"--abbreei-
ated. of course, as GAINfor all qualifying wet-
fare family heads. Under this program, all coon-
ties in California are to set up caw systems to
provide a range of servicestraining, education,
job counseling and job placement. Eligible wel-
fare recipients are required to participate in one
or another of these services. If the services are
not successful in getting as eligible AFDC family
head into the work force, thc are followed by six
months or one }ear of "vivant" community
work espenence in a pre iumably useful (not
"make work") oblic seine job. It is estimated
that California will spend as much as $300 md
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rn rer year on this program, not countirg the
opectea welfare savings, when GAIN is fully un-
pl-rnented. This is more than the federal govern-
me-t spent in 1995 for the nation as a whole on
%daze employment and training programs
under its work Incentive (or WIN) program.

It i, not yet clear what will happen under the
Cs'icimia or other new state %velre reform pro
;rams in the turbuler.t environment of Gramm-
'iult-..r.-14olbngs. This quiet state-focused revo-
:. ken is. In effect, an attempt to change welfare

as in:44140n and, in the process, to reouce
of welfare both tor recipients and

I .society. But such change does not come
.ly.

The Yannover Demur:at:on Research Cor-
m:v.t.n. bated in New 1.,tk City. has conducted
t ; . ate demo:at:awn research protects on

r:: tins of the work and .i.ebare approach in
.a'rth more than 35.000 peopie base been as-
s I taller to a rew program cr a comparison
group. The results of these demonstrations so
far, including one in San Diego that was a model
far .he California GAIN program, hate been
P.Ort&Ing. Ilessever, the earrings and work in-
c e.ses achieved are not all that large, and fur-
ti ermore there is variation among the states in
tl.ese terms. One clear lesson from these state
et:ern-lents is that it is bound to take time to
deal with the accumulation of generations of the
terrible problem of very hign rates of single -par-
eat families among the poor.

But there is new hope. The states are serving
a, testing grounds for welfare reform on a basis
teat involves a delicate balancing act by liberals
n..d conservatives Job-focused institutional
ehliges to reduce the stigma of welfare are the
essence of the new approach. It is too early to
draw conclusions stout its efficacy, But it cer-
tamly bears close watching: it cc:dd be the real
welare reform.

The t- riter, uha 14,C44 deputy undersecretary Jar
hse,h, eduent.on and u flare in the Nixon adinunt.
frattOn, ros heches at Princeton Ur4eM'fY
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California invests in 'workfare'
ay Cheryl Sullivan
St* wreer I. 1 The Chnsben Samoa Monitor

Fresno, Calif.
Cherron Holmes knows what it Is like

to be a "welfare mother," to hear people
at the supermarket whisper comments
abed the amount of groceries she's al-
lowed to buy with food stamps. Now,
she's also learning what it's like to be a
working mother, holding down a full-time
job outside the home and drawing a regu-
lar paycheck instead of a welfare check.

She recently landed her job as a recep-

tionist with the help of GAIN (Greater
Avenues for Independence), California's
newly restructured wmlfare program.
Holmes says the program is mute like a
bridge than an avenue. "All you have to
do is cross over to find your self-identity
and your independence," she says. "If
you give it a chance, it can work for you.
But remember, nothing is free."

Jaliforniameerception that welfare
clients were getting a free ride, however,
is the spark that ignited current reforms

Please see WORKFARE beck page
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in the state. As governor of California
(1967-74) Ronald Reagan tried a work-
fare program, but it was never fully put

praCtice and ended when he left office.
His successor, Gov Edmund G. Brown Jr.,
approved an experimental workfare pro-
gram for San Diego County that was a
forerunner of GAIN.

Launched June 30 in Fresno County,
the new program is expected to be Wa-
sted in more than 20 of California's 68
counties this year All counties are sup-
posed to have GAIN programs within
four years.

GAIN's bottom line is that welfare re-
dpients who are not able to find work in
the marketplace, as Holmes did, will be
assigned Jobs in the public sector or with
nonprofit agencies. In effect, they will be
"earning" their welfare checks.

During California's 30 years of experi-
ence with a variety of welfare programs,
"the sentiment of the general public that
able-bodied people should work and par-
tkipate in the labor market has never
disappeared," says Ben Kelley, director of
social services in Nano County. "We now
insist that everybody participate in the
marketplace and we'll provide the ser-
vices (transportation passes, child care,

education, and job trairungl to do it."
GAIN'S inauguration comes at a tune

when the United States is beginning to
reexamine its national welfare policy.
President Reagan, in his State of the
Union address in February, announced
the formation of a White House commis-
sion to evaluate assistance programs and
make recommendations on welfare re-
form. New bills have been introduced in
Congress to restructure federal relief pro-
grams. And other states Massachu-
setts, Pennsylvania, and West Virginia
have also revised their welfare programs,
tying them more closely to job training
and employment.

California officials think GAIN Is a
model for the nation "It takes different
approaches that have been tried else-
where, and are proven to be effective, and
puts them into one comprehensive pro-
gram," says Bruce Wagstaff of the Cali-
fornia Department of Social Services.

Funded this year at $78 million, GAIN
will cost $335 million a year when it's
going. It is expected to save the state $360
million a year because of lower welfare
payments and new income taxes from
former clients who have found Jobs.

Holmes, who found a job with Fresno
County after one day in the GAIN pro-
gram, will not earn enough at first to
cover her public-assistance allotment.

The Christian Science Monitor
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The state will make up the balance until
she earns enough to provide for herself
and her two boys

"Is it not better to subsidize a person's
labor than to give them a check and let
them sit at home?" Mr. Kelley asks. "One
is a dead end. The other carves the
chance of something positive happening
GAIN critics, however, say that manda-
tory "workfare" has never worked and
that voluntary programs are more effec-
tive. They are also a terned that wel-
fare clients who can's find employment in
the marketplace will be forced into
"make-work" Abs raking leaves in the
park or counting paper clips in the back
room.

Lu.sa Medina of Centro Is Fantiba, an
advocacy group for Fresno County's poor,
insists that the workfare segment of
GAIN must provide "meaningful, useful
employment." She says Fresno County is
committed to that goal, but adds that
other counties in the state may not be so
willing to provide close supervision and
careful training for GAIN participants.

It's too early to draw ly conclusions
about the program's success or failure.
Statistics are scant, but testlng.of early
participants in Fresno County indicate
that about half of the clients need to
improve basic skills such as learning to
speak English or reading at a sixth-grade

:

level before they can compete in the
labor market

GAIN is structured so that welfare re-
cipients look first for jobs in the compeu
rive marketplace People who fail to find
work can then choose from a menu of
options, such as on-the-job training or
vocational education Pubbc-sanor slots
are the last resort, but clients are required
to take them in order to continue to re-
ceive benefits

The key to GAIN's success ultimately
may be whether it gets support from the
private business community "I wish we
could have mandated to the employer, as
well as to the welfare client, that 'you will
participate," Ms. Medina says

But the business community here may
no, be capable of supporting the program.
The county's economy is tied closely to
the struggling agricultural industry, and
the unemployment rate vanes between
10 and 16 percent, depending on the
season

Between 1980 and 1985, the county's
population grew 8 percent, but job
growth has been flat, says Daniel K.
Whitehurst, president of the Fresno
County Economic Development Corpora-
tion and a former mayor of Fresno mayor.
"GAIN well only break the (poverty] cycle
If there are jobs to be had for welfare
people," he says.
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`Workfare' offers ways to GAIN independence

County program leads ins
'state job training push
BY TERESA BARNETT'

Of the Times Stall
I

They are an unlikely team with an
enormous mission. Whether they
are simply charging windmills or
blazing new trails in this courtry's
system of helping the poor remains
to be seen.

'Oh a recent cool and logo Morn.
ing, Paula AmenJudah, Laura Eck-
Itn and Sally La Cau faced a room:
ful of women to enthusiastically
pitch their new prdgram. The
women, Mostly white, single and in
their 20s. sipped coffee and re-
mained politely attentive, if a little
bored or sleepy: as they listened to
the introductory remarks. Amen -
Judah, Ecklin and La Cau had a cap-
tive audience.. since the women were
all mothers on public assistance and
therefore required to attend the all
day workshop

The women were in for a day of
tests, forms and information about
the "options and have-tds" under a
new state law that requires able wel-
fare recipients to find jobs or panic
ipate in job training programs

Napa gets head start
Napa is one of the first counties in

the state to develop and put in place
its "workfare" program under the
state law adopted in September
1985. (Fresno County launched its
program one day earlier than Napa.)

"By lumping in early, we can work
with the state to impact the develop.
ment of the gutdeltnes,",says **Jan
Corsello. county human services
director.

Napa's program. lled Greater
Avenues for Independence or GAIN,t
has been in place since earl)( July.
A pilot program began InAugust
1985. and 'ha's already helped
"hundreds." according to Amen-
Judah, who shepherds new par-
ticipants into the GAIN program.

"We were running (the pilot pro-
gram) on a shoestring." says GAIN
planner Lynne Vaughan. "We fol-
lowed the state workwellare bills as
they developed, and when the law
passed we decided to go for it. This
is really a winin-win program:*

The program is designed to get
welfare recipients off the rolls by get.
Ling them into -entry-level, career"
jobs that will keep them out of the
public assistance system pe, ma-
nently Unlike earlier workfare pro-
grams. dating back to Ronald Rea.
gan's day as California governor, the
GAIN program provides child are
and transportation

Since over 90 percent of welfare
cases are single mothers, child care
is the crucial component, according
to everyone Involved with GAIN.

"I haven't been a great Ian of
workfare because it is usually basad
on dead-end make work. As a result.
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it never really got people off wet
fare; says Corsella "Whit makes this
unique is that it addresses many of
the crucial issues, especially child
care. You ask a woman to care for
kids and work a minimum wage lob
that wCill go nowhereshe'll just be
burned out and back on welfare.
This is i poiltive program, not nega
live and puilltive.-

The GAIN program provides sev-
eral levels of service, from adult
basic education and Englsh classes
for non-Englfit, speakers to job
search coacThing to vocational train-
ing. While some partidpants will just
need to brush up their skills, others
can enroll In college programs for up
to two years, according to Ecklin.
Others can participate in paid and
nonpaid on the job training pro-
grams. " '

At first I didn't like the idea of un
paid work experience programs:'
concedes Vaughan. `But 95 ,ercent
of the employees and employers in
studies said the experience was
great. The facts didn't bear out the
fears."

In order to place participants in
jobs with advancement potential.
GAIN training is closely tied to the
job market. The Napa Private Indus-
try Council is actively involved in the
program.

"We have generally had tremen
dous response from employer" says

(please see rage 3)



GAIN job trainin
(cans, ItoirPage

PIC chairman Ray Sercu, "We (em.
pions* have Incentive to take these
employees, because, many come
with 'istokilzed taining7 Under One
training fiogram; tiAIN pays hall of
the employee's salary dining the,
mpg period. .;*. , ,

A study completed in February
predicted that about 1,700 new jobs
would be created In Napa by 1988.
Most of the new jobs are expected
to be in the health and sere in-
dustries, so CAM's vocational train- .
big in&nes on ilericalandsalestype
/01.TO help Paidc11anti prepare inc
custoiner.seivice:wOkk in stores or
hotels, one of the programs goes so
far as to film training exercises on
vldeo, and offers opportunities to im-
proveappearance through exercise
and nutrition counseling, lessons at
the beauty college and 'having your
colors done"
Orier;tation:yoedve yeaponse
:The state-issue match paper Is ti-

tled "GAIN Appralsak Scratch Pape
The sheet Is only eight by seven
aches, so mod of the front and back
Ircovered with icribblinp after the
XknInute math Portion of the exam
is over. .

". The 1T women who are attending
Amen-Judabs orientation workshop
ibis Morninelfeathe a _tollective
sigh of rebel a,, the two-part test
IS over. The readinit comprehension
sectiorilndudeesaniPe lions, re-

emVoyee man.als and
charts likely to be encountered dui'
frig a }ob search or on a fob. The
math section tests basic math s"ts
using examples such as pay
stilly, and tax deductions
-.."It's 'a very preen/
JunenJudah. The t
whether a participar s bask
education before or a "job
,Tub workshops.; .

1b unwind from the stress the
Amen-Judah Invites the women

(0 complete the sentence: "People
On welfare am.. 7 Immediately the
WOUP Perks uP. calling out "lazy: "ir
responsible: "cheats." Soon the sin-
gle words turn Into vignettes of mis-
treatment and diserimination: "My
son was left Ignored and crying In
the hospital while nonMedi-Cal kids
got balloons and attention from the
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t Staff; "The grocery clerks trelt you
like a cheater. People in line inspect
your cartyou better not have any-
thing but generic basi." "I couldn't

Id
anyone to gut my. child .i.tnen

ivas ill:1 had to go out of county
(1) Milaaor cuolc,1 accept
Peo111: 'z'

tge pgrceptloriiof
fire reapienti,-AmelfJudah asks
each woman why she's on public as
sistance. Almost without exception
they said they were single parents.
Often from abusive marriages, with
small children they were unable to
support and care for on their lowar, .

"That illustrates ow saying here'
Amen-Judah tells the group "Net-
fare mothers areereited from' low
wages and unpaid child support:*

As the day progresses, the par.
ticipants learn other details of the
GAIN program. They hear from
Phyllis floyson, who heads the Fam-
ily Support Division of the District
Attorney's Officc:She'lells them
about the c-.ild support laws and
how her staff, with* caseload of TOO
apiece. wok to tirai and collect from
non-paying parents, usually fathers.

For /bout half of the group this
workshop Is the longest amount of
time they've been separated
their babies or toddlers. Child care
is a concern near to their hearts, so
even after.a full day of forms and .
tests, they perk up at the last presen-
tation. Susan Edwards from Rainbow
Child Cake Council ins.nrrived to ex-
plain how mothers% the GAIN pro
gram can arrange for their children's
careat no expenseduring the
'Lime they attend dosses or search for
a lots.

So far, it his gone amazingly
smoothly," says Edwards of the
GAIN-RainbalnhUd we soopera-
lion: Rainbesit pitted a study of
county child 4 fealties In Febni-
my. While it is tivdy easy to find
care for three:to louryear-olds, care
for infants anceschool-age children
remains a challenge, she says. In ad-
dition. many of the nursing or sales-
cashier jobs encouraged wrier the
GAIN training require weekend and
evening hourstimes when availa-
ble child care Iscilities are scarce.
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Although only three of the v.vmen
present are required to sign, up for
GAIN; by the end of the day IS are
making appointments for child care
consultation and individual evalus
tions. .

'This response is typical;' says
Arnen.ludah. "We've had a high per-
cent of volunteers."'

The lsave-tee and Use Svent4o's'
Only certain welfare recipients a.

required to participate in GAIN.
program targets those whose youn-
gest child Is 15. who have two o.
fewer children both over the age of
six, and those with twoparent
households.

"Were especially concerned about
the people whose children are grow.
trig older. because they will run out
of aid within a few years and have

,no job skills; explains La Cau. 'This
helps them make the transition"

Other welfare recipients are eligi-
ble to participate on a voluntary
basis. .

The county handles about 1,300
cases at any one time, accord...it to
Corsello. tie expects about 500 peo-

.pie to become actively Involved In
program during tts

The county requested $750,000
from the state to fund GAIN. but the
state approved $545,000.

-We're still negotiating; Corsello
says. "We feel the state Is obligated
to pay the freight. The entire amount
is net' Sur program ..ould cost
about ...25 per applicant, as com
pared to Fresno at $1300" /

12P
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Workfare Works
It has been nearly a year since California's

workfare program was initiated, and it will be a
long time before anyone knows whether it will
work. But it is the boldest plan of its kind in the
country, and is up and running in five counties
This autumn, GAIN (for Greater Avenues to
Independence) administrators are touring the
state to drum up support for their plan to help the
poor get out and stay out of poverty. They seem to
have the right ingredients to make workfare work

GAIN, modeled after San Diego's highly suc-
cessful plan, embodies the most important of the
liberal and conservative approaches to workfare.
Its fundamental premise is that those on welfare
want to work. In fact, most do: The average stay on
welfare in California is 22 months, and only about a
quarter of recipients stay on longer than five
years. GAIN is unique in that it requires nearly all
able-bodied welfare recipients to do something
work, go to school, or receive job trainingin
exchange for their checks. That pleased con-
servatives, who wanted to get something for their
money and impose a sense of responsibility onrecipients.

But GAIN looks beyond merely getting people
temporarily off the dole. Welfare recipients won't
be forced into make-work lobs, nor will they be
shoveled into dead-end employment. GAIN gives
them the opportunity to learn a skill and teaches
therh how to market it. Administrators help
recipients find work and get them to it. If a welfare
recipient does take a low-paying job, the state will
make up the difference between the paycheck and
the welfare check. That will help alleviate the
dilemma inherent in so many welfare programs
how to encourage a welfare recipient to take a job
that pays less than welfare. One disappointing but
perhaps unavoidable aspect of GAIN is that

welfare recipien are prevented from working in
jobs customarily performed by union members
Toat prohibition, though it prevents governments
from replacing workers with welfare recipients,
removes a host of interesting jobs that workfarers
could do And it is especially unfortunate in the
light of the spending limits placed on local
governments by Proposition 13.

No matt. how good the training or the lob.
lasting prcb..:ss against chronic unemployment is
impossible unless familiesespecially those with
small childrenare encouraged to stay together
In California, 80% of the 600,000 families on
welfare are headed by one parent, who is usually
female and usually a member of a minority GAIN
wisely provides for child care and transportation to
and from work and job interviews In the interest
of keeping families together, mothers with pre-
school children will not be obliged to take part in
the program, though they may volunteer to do so
And if, after the entire process, welfare recipients
still refuse to work, the aid will be taken away
from them but not from their children

The early results on GAIN, though in no wa%
conclusive, are encouraging In Fresno County.
half the welfare recipients who have gone through
the initial job-search program have found work.
mostly in semiskilled service jobs Administrators
in Napa County are reporting early success, too
GA1N's big test will come when the program goes
statewide, and into full swing, in 1988 Its biggest
potential problem is child care, which is inadequate
everywhere.

So many anti-poverty programs in the past have
been killed before they have had a chance to prove
their worth. GAIN, the most ambitious attempt yet
to lift the poor from the squalor that is their lives.
deserves a fair test
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WORKFARE: State plan pays
off for the unemployed

increasing welfare costs. Next year. the level will be
$162 111111/00 over current funding.

Bed as programs become fully operational, theremay be a saving as persons leave the welfare rolls,
supplement their welfare aid with work income, or are
deterred from applying for welfare by theprospect ofwork.

In Frosts County, winds launched the first GA tN
program last June 30, Welfare Director Bea J. Kelleyestimates that it will take two yea a to hit the "cross-over"

countycounty has a large refugee population, MIMI-*meat In the area of II percent, and one of the
heaviest per capita AFDC caseloads In the state.

"We have seen some evidence that we are holdingthe line in terms of the total number of cases," saidKelley. "but It's too early to know whether there is
came and effect there. It was one of the things we
were hoping for, but we haven't got the figures yet."

Fresno began quickly because it already had its
own GAIN-like Ensploshent Linking Services Pro-
gram. which indoded a }oh-search dub andwork slotsat public and private nonprofit agencies

Under GAIN. said Kelley. Xe pee ons have been
placed in lobs. most of Merit "entry-lever' positions
paying 14.50 to S5 50 an hour-with a few "outstanding"professional-level Jobe

He mentioned stenographers truck drivers, carpet
Installers, field workers, quality control inspectors,bar tenders. sales Clerks, printing, child care, data
transcribers and dead mechanics

By July. said Kelley. the Fresno GAIN program
may have exceeded Its goal of finding jobs for MO
persons during the first year.

The program now has 4,500 participants, about halfof the total number eligible There are 27,000 AFDC
families In the county

Kelley said the county has not yet begun grantdiversion or supported work programs He said thestate is still developing guidelines
One of the things that has helped the Fresno

program, said Kelley. Is strong support from thecommunity and employers
"We have tried very hard not to put any extra

paperwork or requirements on the employer." he said.
"It's the responsibility of either staff or the partici-pants "

Fresno found, for example, that a large I! S
Internal Revenue Service center could not find enough
workers at times for join that paid over S5 an hour
GAIN and the IRS worked out an agreement to meet
manpower needs

A new firm. Jet Plastic, is said to have agreed tohire 60 percent of Its assemblers from GAIN The Jobspay $710 SS an hour
"We are melted about it," said Kelley "We reallyare. I know that is an overused word But it's sodarned nee to be working In a positive vein, to knowyou are helping peopleboth the taxpayers and the

, people in the program. Our staff Is really high on it "As in Fresno. the GAIN program In Napa County.
which began a day later on July I, is being built on astrong existing local program

"We have a real good private industry camel in

Napa, and they have been very supportive of our
program from day No I," said Terry Longoria, Napa
County eligibility services thief.

She said about half of the 564 GAIN participants
are volunteers.

"The No. I reason for people coming on welfare in
Napa County Is became of divorce or separation, not
because they lost *Job." Longoria said

Since July. Hof the Naps participants have found
Jobs, ranging from 314 an hour at Kaiser Steel to
minimum wage at McDonald's.

In one case, a woman with me child who had been
on AFDC for nine years found a Job as a waitress.
Another recipient with an la-year-old daughter found a
St5.50 teaching Job.

'''71* mandatory provision Is having some good
effect," said the oversight committee's Frederick
"We are hearing from clients that had they not been
forced to participate. they would not have bad the self-confidence to go back to school or training."

While the early reports from the field are .opthnls-
tic. the GAIN program has its critics.

Among other things, they say. It does not address
the problem of the males who father welfare children;
exempts too many AFDC recipients, will not save
money, and does not allow welfare recipients to workin lobs usually done by nibs members.

Of a number of dais that have already begun
workfare programs, one of the best blown is the ET(Employment and Traiting Choices) program inMassachusetts.

The governor there. Michael Dukakis, says it Is a
success. But critics say It takes credit for the yob
placement of many motivated and well-trained persons
who probably would have bond workon their own.

In addition, the AFDC caseload In Massachusetts
has risen slightly since the program began in Septem-
ber 1943, from *6,90 to, 57,45), while the general
unemployment rate In the state plunged 40 percent,from 7 2 to 4 2 percent.

Page 2 of 2
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*Once the s orkf are program is under Way tasp:y
en can anttc:pate applause from 73 percent of the
21 603 welfare recipients it ho responded to the wine.

Here are some of the survey's results
Nearly 15.700 %Ware recipients do rant to

obtain tv.ining that leads to employment
Store than 16,600 respondents said they nail

assistance in obtaining a job that pays adequately
Fifty-fire percent have not Completed high

school
Fiftyone percent would prefer to obtain ontne

job training
Thirty4wo percent speak Mlle or no English

There are an estimated 30.030 welfare reciPlee's in
Sacramento County.

Some recipients including single mothers sith_
children under a and the incapacitated are not
required to participate in the workfare program.
Rasmussen said

Workfare will force mandatory GAIN participation
on 12,156 recipients including the unemployed pr.nci
pal wage earner In a two-parent household and the
single parent with no children under 6

Fdlytwo percent of the mandatory participants
sill be unemployed fathers and 48 percent femal
heads of households

At least 4.830 persons can participate voluntarily
Child care may be paid by GAIN up to 90 days after

selfore is discontinued

A recipient may Continue to be eligible for non
assistance food stamps and a medical card. but that
depends on the participant's income and resources

The Private Industry Council has received 3413 933
for remedial eduation and other serene needs for
GAIN parhcoants
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Work-for-welfare
program working

T6e early returns en Cab -
form's pioneering new work-for-
welfare program are in and they
indicate the plan is succeeding
beyond the expectations of its
sponsors, who merely wanted it
to accomplish two unprecedented
goals' Reduce the welfare rolls
at the same time it put recipients
to work in real jobs.

In its earliest going, that's
exactly what GAIN (Greater
Avenues for Independence)
seems to be doing.

In Fresno County, the state's
first guinea pig, 727 persons on
aid to families with dependent
children had completed the job
training required by GAIN as of
Dec I. And 225 already had jobs,
working as everything from se-
curity guards to nurses aides,
roofers and fast-food fry cooks.

Listen to the rhapsody sung by
Romelu Carrillo. a 30-yearold
divorced mother of three who
was on welfare for three
before the Fresno GAIN grog.
helped her find a job in t. ,
dietary department of a local
hospital

"I wanted to work" she said.
"They helped me with babysit-
tang, paid for my first uniform
and work shoes and even paid me
as mtlage before I got my first

paycheck. Their classes helped
me team how to fill out an
application and how to act during
tne }fib interview Now I'm
(Luffy off welfare and I never
want go back on. I was
shocked I never thought, the
welfare department could help

r-e find a job
What s happened to Carrillo

demonstrates how different
GAIN is from the short-lived
workfare program that was one
of ex-Gov Ronald Reagan's pet
programs daring the early 19705
At that time, welfare recipients
in several counties actually were
forced to pull weeds. sweep floors
and clean parks to get govern.
ment assistance

But 'sot useful job training
and vioully all stayed on the
welfare NW:: as the plan was
eventually killed by Democrats in
the state Legislature who called
it a form of "slavery "

If the new S250 million a year
program is slavery, an awful lot
of welfare reerpleuls seem to
want it.

For volunteers abound In the 10
counties that have already begun
using the GAIN system. which is
scheduled to include all of Cali-
fornia by September 1913

Almost all the counties on the .
plan are getting hundreds of
volunteers asking to be phased in
early." reports Thomas Burke.
GAIN implementation coordi-
nator for the state Department of
Social Services. "There's been no
'I don't want to do it' sort of
thing "

Stanislaus County is typical.
says Burke. The county had
planned to wait for annual
eligibility reviews before putting
existing welfare clients into Its
GAIN classrooms, but had to
expand classes to accommodate
volunteers

As for the expected movement
of welfare recipients across coun-
ty tines to escape the program,
that hasn't happened, Burke says
"We don't see any increases in
caseload in counties neighboring
those that have already started "

And employers are also ap-
parently enthusiastic. "Fresno.
Napa and Madera counties have
each had dooms of small busi-
neises call in and volunteer job
listings," Burke said Mu: was
totally unexpected "

But there has been a continu-
ation of one aspect that Fresno
County officials hesitantly re-
ported when they began using
GAIN in July At that time,
county officials said that about 20
percent of would-be welfare ap-
plicants were simply walking
away when they learned they'd
hate to take training and seek
work '

Now the count) and state

GAD(
El Centro, CA
(Imperial Co.)
Imperial Valley Press
1 -15 -37

aren't no definite with the per-
centage, but Robert Whitaker,
Fresno County GAIN coordi-
nator, says "We know there s a
falloff."

The positive response from
both welfare recipients and
potential employers apparently
stems from the bi-partisan
nature of GAIN, which won
strong Democratic suppoit in the
state Legislature because it was
no different from the old Reagan
Program

"This is the only plan in the
country which tailors require-
ments for each individual," said
Marc Pinckney, a spokesman for
the state welfare department
"We're giving Instruction in Eng-
lish, high school equivalency
training, day care and transpor-
tation where needed. It's not just
a make-work program."

So GAIN obviously bas attrac-
tion for liberals. And its tough
participate-or-lose/our-benefits
rules appeal to conservatives.
too

So far, the plan Is an obvious
success. But the figures aren't in
yet from the few urban counties
already on the plan and big
counties like Los Angeles. San
Francisco and Alameda won't
begin until the deadline draws
near

So the jury is still out on GAIN,
but all signs are positive.
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WIN one for workfare
1Unless quick action takes place this week

as -the Senate-Rouse conference committee
wrgstles with the 1986-87 federal budget,
California's new Workfare program will take
a devastating priming just as it's beginning
to grow.

..liard-workinli Californians interested in
seeing more poor and jobless citizens leave
the welfare rolls and join the tax rolls should
contact their representatives In Washington.
The message they should deliver: Trimming
back the federal funding that helps pay for
the state's pioneering workfare program is a
fiscally and socially unacceptable move.

The program, known as GAIN (Greater
Avenues for Independence), came about last
year through a compromise hammered out
between Democratic legislators and the
Deukmejian administration. Both normally
combative factions knew that public opinion

even among many recipients demands
change in the too-often dead-end welfare
system.

Financed jointly by state and federal
funds to the tune of $93 million, the program
has begun in five counties and is slated for
implementation next year in Alameda and
Contra Costa counties.

But now the portion of GAIN's funding
that comes through the national Work Incen-
tive (WIN) program is in jcopardy. Com-
pared to this year's allocation of $350 mil-
lion, the conference committee is consider-
ing only $110 million nationwide for next
year.

Since California usually gets about 10
percent of the national total, the new figure
would trim the state's current allocation by
two-thirds, from about $35 million this year

12R

to only $11 million next year. So big a
budget cut would cripple GAIN before it
becomes fully operational in the state.

Under the progra*,all recipients of Aid
to Families with Dependent Children except
parents of children under 6 choose between
looking for work independently, getting re-
medial education, training for a job or tak-
ing a job-finding workshop, backed by neces-
sary child care.

Those who don't fif jobs keep their wel-
fare grants by acce ting assignments to
part-time public or don- profit work while
continuing their job search or training. Pub-
lic sector jobs must have some connection
with the training recipients have completed
and must pay at least $5.07 an hour, equal to
average starting pay statewide.

With emphasis on real jobs and decent
hourly wages, GAIN avoids what San Fran-
cisco Assemblyman Art Agnos, one of its
architects, calls the two most objectionable
components of previous workfare programs.
"meaningless 'make-work' jobs and unfair,
low pay." Even participants see it as "a way
of getting out" of welfare, a way "to put
pride and dignity in people."

Good workfare programs benefit taxpay-
ers, too. While a fully operational GAIN will
cost the state some $180 million in extra
funding each year, its successful implemen
teflon will save some $272 million in AFDC
grants each year.

Turning previously dependent adults into
job-holding and taxpaying citizens will pay
dividends in the long run. But the state must
have sufficient help from the federal go-ern.
ment in order to reach that goat.
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the Reagan administration to waive
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success. Gov. Deukmejian originally
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STATEMENT OF THE HONORABLE DANIEL J. EVANS, U.S.
SENATOR FROM THE STATE OF WASHINGTON

Senator EVANS. I am pleased to do so, even though his testimony
will be delayed a short time.

I have felt for a long time, and especially from my previous in-
carnation, that the best of ideas very often come from the states,
are transmitted through their successes to other states, and eventu-
ally work their way up to national policy.

I can't think of anything more important for us to be doing today
than trying to find a better policy in the field of welfare. I know
the Chairman agrees with that, from his eloquent testimony and
speeches of the past, in terms of the breakdown of our current wel-
fare system, especially as it relates to AFDC, and new programs
and ideas which could allow us to do a better job.

I have presented a program under the Federalism Act of 1986. I
have testified before your committee before on that. The rather
unique, I think dynamic, interesting program that Governor Gard-
ner has suggested for the State of Washington is fully in accord
with the Federalism Act, which is much broader of course in its
coverage; but this proposal of the Family Independence Program or
plan I think is terribly important. That is the plan of the Governor
of the State of Washington. He has developed it with a consider-
able amount of investigation and preparation. He will present it to
you this morning, and I certainly urge this Committee and this
Congress and this Administration to listen carefully to what he
will have to say, and hopefully to react with the necessary waivers,
some of which will be administrative in nature but some may re-
quire some legislation.

I think it is imperative that we allow states with good ideas, with
innovative ideas, to proceed in their directions and give us from
their experiences better answers from which we can craft national
proiarms.

Senator MOYNIHAN. Sir, I couldn't be in greater agreement, and
the evidence is so clear. We just heard from Mr. Agnos describing
what California was doing, and ascribing it in the first instance to
the inspiration of Governor Dukakis in Massachusetts. And next,
shortly, we are going, to hear from Governor Gardner of Washing-
ton. Something is happening out there, and it is happening the way
it was supposed to happen, that the states would have opportuni-
ties to innovate, experiment, and deal with different situations in
different ways, and if we are going to have some national uniformi-
ties, Congress can legislate them in a consistent way.

We are looking forward to hearing your Governor, your succes-
sor, and we thank you very much, sir.

Senator EVANS. I wish I could stay and listen to him personally,
but I have already had an individual briefing from him on this
plan, and I commend it to you and commend it most highly.

Senator MOYNIHAN. Thank you very much.
We are going to be democratic here. Senatur Kennedy arrived

just after Mr. Agnos began speaking, and we welcome the distin-
guished Chairman of the Senate Committee on Labor and Human
Resources, who has already brought his work component to this
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puzzle. It is out of the Committee, and I think yours is on the cal-
endar, is it not, sir?

STATEMENT OF THE HONORABLE EDWARD M. KENNEDY, U.S.
SENATOR FROM THE STATE OF MASSACHUSETTS

Senator KENNEDY. Thank you very much, Mr. Chairman.
The bible teaches that it rains on the just as well as the unjust,

and today it is snowing in Washington and on all of those who are
concerned about trying to bring some enlightened and informed
and compassionate leadership in the whole area of welfare reform,
and how we are going to move people off dependency.

I welcome the leadership that you have provided here in this
Committee and, most importantly, for the Senate, and for our
country. I think all of us in this body know very well that this has
been a subject matter where you have spent an enormous amount
of time and creativity. Those across our country who have been in-
terested in an informed and enlightened policy have listened to
your voice, now the country is addressing these issues. I for one
want to say what a pleasure it is to know that you have the respon-
sibility here on the Finance Committee, to lead the body of the
United States Senate, and_how much we on our Human Resource
Committee are hoping to work with you in a constructive and pooi-
tive way. We have enjoyed working together in the past as friends,
and we welcome the opportunity now to try to see if we cannot put
on the unfinished agenda of our country the proposals which can
make some difference to millions of people whose lives have been
blighted with the inevitable outcome of continued life on welfare.

Mr. Chairman, I know you have a very full morning. I would like
to file aP of my material and just review this program with you for
the record. I know you are very familiar with this concept, with
the program. We have had a good opportunity to talk at consider-
able length in the past about it, so I know that you are familiar
with it. We will file all of the statements and related materials so
that it will be available for the record, fnr members of the commit-
tee and their staffs, and I will just review this briefly with you
again to try to highlight the program this morning.

All of us understand very well, Mr. Chairman, that the basic
kind of fundamental welfare package lies within the Finance Com-
mittee and must be determined, shaped, addressed before the Pi
nance Committee. Our responsibility on the Human Resource Com-
mittee, is basically to try to find ways of moving the people off wel-
fare and onto a path of some hope and opportunity, and trying to
bring together some of the elements which have been outlined here
this morning and which have been raised in our own committee
hearingsareas in education, some training, other kinds of support
services which can make such a difference in terms of the needs of
many of the families t: day.

Senator MOYNIHAN. Could we ask what we have?
Senator KENNEDY. What we have here, Mr. Chairman, is a chart.

Our first column here, lists the total numbers of the AFD house-
holds; from 3,700,000 families, this is probably 10 to 11 million
Americans. This, as you know, is only the AFDC. It doesn't include
all of welfare, but a very substantial part: So, we have the 11 mil-
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lion Americans who are living in the approximately 3,700,000 fami-
lies.

We have a program in our Human Resource Committee on which
the Federal Government spends about $2,800,000,000 called the
JTPA Program.

Senator MOYNIHAN. That is the Jobs Training Partnership Act.
Senator KENNEDY. The Senator is correct. The Chairman is cor-

rect. And we, in the period of the last five ye- rs, have fashioned
that program, trying to take into consideration various other train-
ing programsthe old CETA program, job Manpower programsto
try to bring into this program a more active private-sector compo-
nent, and quite frankly we have had a very considerabla success in-
volving the private sector. That has been one of the successes of
this particular program.

It has placed some 6-700,000 individuals into employment; but, of
the 650,000 people that it has retrained, only 150,000 of those indi-
viduals have actually come from the AFDC program, and that is a
very significant and important statistic.

Of the 150,000 AFDC participants in JTPA, only 25,000 of this
number would have actually been in what we call the JEDI target
group. Now, the JEDI target group is a defined group in the legis-
lation that indicates has not attained 22 years of age, has not com-
pleted secondary school or its equivalent, has had no work experi-
ence in the year preceding the year for which the determination of
eligibility under the Title is made.

So, what we are doing here, Mr. Chairman, is to recognize
based upon all of the past studies which you and this committee
have been interested inthat we can tell todaythe Congress can,
the Governors canwhen the person walks into the office, that
da , that if they fall into this category defined in our part of the
JEDI Program, we are 65-percent certain that they are going to be
on welfare for a period of 10 years.

So, the thrust of this is to try to take this targeted population
which we know, based upon studies, and see what can be done
about those individuals.

We will address in our Human Resource Committee the 650,000
which we are rertaining now to see how we can make that more
effective. In carrying through our responsibilities, we want to
retain private sector involvement. And we are very hopeful, Mr.
Chairman, as we fashion this JEDI Program, which is targeted in
this population, that we can include the private sector component
in there, as well.

Now, the thrust of this legislation provides that when this indi-
vidual which I have described here falls within this particular cate-
gory, and you know that there is statistical evidence that they will
remain on welfare, is employed and it is certified that they have
been employed at a rate which will have been the equivalentat
least the equivalentof the sort of resources that they would have
received; that savings will come to the Federal Government. We
know, of the total dollar which is actually expended in support of
welfare, AFDC, about 63 percent of it comes from the Federal Gov-
ernment.

So we are going to see sizeable savings when an individual is
moved, as we have seen occur in other programsin the ET, the

.132



127

MOST and WIN and ACCESS and other kinds of programs. So, of
the savings that come to the Federal Government at the end of the
first year, 75 percent of those savings go to the state; in the second
year, 50 percent of the savings go to the state; in the third year, 25
percent. So that is a bonus to tl.e respective states.

Now, what does that amount to, Mr. Chairman? That amounts to
this: That the states themselves would receive $3684.00 for the
training and placement of these individuals. We have seen in our
own Commonwealth of Massachusetts that about $1,600 of training
goes into this. It may vary between $1,600 and $2,000. We are not
wedded to what that percentage is-75, 50, 25? I think you could
make a good case to even increase thisbut we have basically
taken what we consider to be a responsible, a bonus, provision and
put it into place. That would represent 3,600 in 1984 dollars, as I
say, anywhere from $1,600 to $1,800 for the first year. You really
can't do very much less. Some states do, with $600 to $800, but all
you are basically doing is a research program on want ads; you are
not really getting a varied and effective program. But if they do
the kind of program that we have seen m the ET and that the
other states have done, you can get into qualification for these indi-
viduals who will be, then, employed, and the states get $3,600.

This figure over here, this line over here, represents the
$26,950what would have been the dependency cost, the federal
cost, to the Federal Government for that individual who, again, is
defined in this legislation. The best statistical information is that it
would have cost the Federal Government the $26,000. So, this pro-
gram is saving the amount of money here, some $25,000 to the Fed-
eral Government over what would have been the projected depend-
ency life of that individual. The important fact remains that not
one nickel is expended in this program until actually you have an
individual who is gainfully employed for the period of that one
year.

That is, basically, Mr. Chairman, what the incentives program
provides for the states. We give maximum flexibility to the states
to be able to develop the kind of program, using the experiences
that have been worked out in the States of Washington and Cali-
fornia, the State of Michigan, and other political subdivisions.
Scale communities have worked out similar kinds of programs.

We reference those particular features of the various programs
that are compelling in terms of health services support, daycare
service( support, other kinds of support services which have been
common: to successful programs across the line.

We do not tightly restrict, when the benefit COIL11313 back to the
states, how they are going to use those resources. We would insist
that they would use those resources for this kind of a program, but
we do not restrict those programs

We recognize now that we have anywhere from $250 million to
$300 million which has been appropriated which has not been ex-
pended for this program. We hope to be able to use those 250-
306,000 to begin to focus incentives to the states where they have
the highest numbers of AFDC individuals for targeting, and then
we hope that this program will be unlimited; because we do believe
that, if the states move toward this kind of a program, if they see
the incentive, they will know it is going to be a sound investment

1 1 3 3



128

for them for the future. If they put up the $10 million or $20 mil-
lion, hopefully they will know that over a period of time, a few
years, they can get reimbursed by the Federal Government in this
area. So, it will be a sound and responsible incentive for those
states to begin to multiply the effect, really, to provide the initial
kinds of resources with monies that have already been budgeted,
through appropriation, and have not been expendedno new kinds
of funding on that, no new budgetary considerationcarrying for-
ward what we think are the central responsibilities we have in
trying to address these particular needs.

So, we are hopeful, Mr. Chairman, that we can continue this
type or innovatile policy. As a leading, prime cosponsor, your own
support for this program has been enormously valuable and very,
very important. Your insight and constructive suggestions as we
have been shaping this program has been enormously worthwhile.
We are grateful to you for it; we have bipartisan support for it,
strong bipartisan support in our Human Resource Committee, and
we are hopeful of being able to work very closely with this commit-
tee as you are moving in this whole area of welfare dependency, so
that we can have a constructive, positive and humane, cost-effec-
tive program for those people who have been left out and left
behind in our employment system.

Senator MOYNIHAN. This is absolutely first-rate stuff.
We welcome Senator Rockefeller. Senator Kennedy has been de-

scribing the JEDI legislation which has now been produced and in-
troduced.

The basic notion is that this starts with something we have
learned. We have learned that what we think of as the population
of welfare is not just one uniform group of people. There are some
who need assistance because of temporary circumstances. But like
unemployment insuranceand unemployment insurance is part of
the Social Security Act; we sometimes forget thatthere are par-
ticular groups of young persons, and you described them, under 22,
not finishing high school, not having steady jobs, and when they
appear in a welfare category, they are going to stay there unless
substantial efforts are made. This is a proposal to target some of
the available resources and reward the efforts of the states, who
are obviously more and more concerned and willing to try.

Ju know, this is learning. It has been a process of learning, and
I just hope that this legislation is on the President's desk by July,
if not sooner.

Senator Rockefeller, we welcome you through the storms of Feb-
ruary.
STATEMENT OF HON. JOHN D. ROCKEFELLER IV, U.S. SENATOR

FROM THE STATE OF WEST VIRGINIA
Senator ROCKEFELLER. Overestimated, Senator.
Senator Kennedy, your family has much to do, in my judgment,

with the concentration and the bringing to attention given to pov-
erty in America. Your brother, President Kennedy, visited West
Virginia, as did your brother Bobby, and you have come to our
state many times. You have seen it in ways which few others have,
and you have responoud to what you saw. The food stamp program,
the Appalachian Regional Commission, and a lot of other impor-
tant programs went to work in West Virginia because of you and
your brothers.
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One of the concerns I have with respect to the "JEDI" proposal
you are now presenting is that it rewards only non-subsidized em-
ployment. When I was Governor we started, in 1981, a CWEP (com-
munity work experience) program with the hopes that we would be
able to get welfare recipients into nonsubsidized jobs. But we
couldn't, because there weren't any jobs, and there aren't any jobs
now.

Is that a flexible or inflexible part of your program? I can under-
stand it working in a number of states where there are jobs. But
you go down into McDowell County, where you have been, into
Boone County, and into Raleigh Countythere are not free enter-
prise jobs down there. Ana if you want a young person or a mother
or a father on welfare to go and help as a Deputy Sheriff or to
work with the streets program, or something of that sort, that will
work; but "free enterprise" there is not. The coal mines are shut-
ting down and the steel mills are not operating. As you know, 4
percent of the land is flat and 96 percent is mountainous, and
there is not much place for new businesses.

Now, I don't mean to overexaggerate--all states have problems
but is the non-subsidized job a requirement for the reward in your
Program?

Senator &moray. Well, it is in the legislation, Senator. We have
built this particular program on the state' efforts, and there have
been a number of them who have worked very closely with the
kind of support services and education, health, and the other kinds
of support services, in moving people off the dependency, and work-
ing with a number of the private enterprise groups and it has
worked in that area. And that, I would hope, would be maintained
and would be the principal thrust of the legislation.

But I think, as that is certainly the purpose of these hearings, to
try to find out how we can best shape solutions that are going to be
responsive to particular problems we are facing as a country, we
are clearly a multidimensional nation.

We would be glad to work with you and your committee to see
what particular features of this might be adaptable to areas not
only in your own state of West Virginia but are common, clearly,
in eastern Kentucky, parts of Tennessee, I imagine, and other parts
of the South-Central part of our country. And we would be glad to
try to see what suggestions you have.

We have seen over the period of the past several years in many
other parts of the country that being able ;:o place these people into
employment has not necessarily depended upon the levels of unem-
ploymen.. We hPd in our own State of Massachusetts reduced our
unemployment in the Seventies by half and doubled our welfare
population.

In shaping this program, we were trying to put that concept
aside, trying to spend more time and effort to find the various
kinds of possibilities in the employment and training arena. Clear-
ly, we have had some success in our own state, through a variety of
different circumstances.

But accepting that even in some other states where they have
had higher employment, these programs have worked even in
places like MichiganI know Congressman Levin will speak-
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where they have had higher unemployment, and they have still
been able to work out these kinds of programs.

So, we want to keep that kind of a thrust.
I want to say I would welcome the opportunity to work with you.,

Senator, to try to find out if we can take the concept and the spirit
here in order that we move people off the dependency rolls and
onto paths which offer future and better open opportunity. That is
the central thrust of the legislation, and if there are other ways of
doing it, we would welcome the opportunity to work with you.

Senator ROCKEFELLER. Thank you, Senator.
Mr. Chairman, I have pointed out to Senator Kennedy a number

of times, and he knows it very well, but I would like to say to you,
too, that in 1964 I was a young student learning the Japanese and
Chinese languages, and I worked for the Peace Corpswhich of
course was started by President KennedyI also worked at the
State Department. I went to talk to a young Attorney General by
the name of Robert F. Kennedy. He told me it would be a good idea
to be a VISTA volunteer and helped me to go to West Virginia.
That was 23 years ago.

I also am struck by the wealth of programs and ideas that are
coming out of both parties now. It would seem to meremember-
ing back to that time and being a VISTA volunteer, talking about
welfare issues the way we are now was almost un-American. Now,
there seems to be tremendous intellectual integrity, compassion,
and a surge of interest in really doing something that is meaning-
ful for people that get trapped.

As you indicated, if people are on AFDC for more than 2 years,
they may stay on is for more than 10 years or for a lifetime. Only a
very few of them get off after a certain amount of time. So, this
thrust to do something on your part, Mr. Chairman, and Senator
Kennedy's part and Sander Levin's part and other people's part, I
think is terrific, and I have nothing but my highest respect for you,
as well as great gratitude to the Kennedy family for even being in
West Virginia in the first place.

Sena( r MOYNIHAN. Can we agree that we will get our staffs to
work or., this particular question that Senator Rockefeller raises,
which is what you do in a situation where there is simply not that
err moyment base to work with?

Senator KENNEDY. Sure. We welcome the opportunity.
Senator ROCKEFELLER. Thank you.
Senator KENNEDY. Thank you.
[The prepared statement of Senator Kennedy follows:]
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TESIMONY OF SENATOR EDWARD M. KENNEDY
BEFORE THE SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY

FEBRUARY 23, 1987

Nearly four million American families will receive Aid to
Families with Dependent Children (AFDC) this year. And most of
these families will receive AFDC for most of ten years. These
are the most needy and most expensive of the poor -- they have
the fewest resources, all have children, and these families
will consume most of the AFDC dollars spent each year.

Federal job training efforts have largely missed this
group. Not only do federal efforts suffer from a lack of
resources, but the resources we have are misdirected to those
who are easiest to place rather than to those most in need.

The principal federal job training program is the Job
Training Partnership Act (JTPA). JTPA spends $1.8 billion each
year on job training for 700,000 "economically disadvantaged"
persons, but less than 150,000 AFDC recipients are enrolled in
the program, and of these perhaps as few as one-third are long
term dependents. The Work Incentive Program (WIN), fun4ed now
at $115 million, provides less than $35 per welfare family, and
even this paltry amount is often targeted to those for whom
jobs are easiest to find rather than to those for whom job
training would be most helpful.

There is impressive evidence that job training efforts
directed to the long term poor can succeed. The Massachusetts
Employment and Training Choices program (E.T.) has reduced the
number of families that remain on AFDC for five or more years
by 25%, and it has reduced the average time that a family
spends on AFDC by one-third.

Despite the impressive evidence that action can succeed,
too little has been done. JEDI creates a new incentive for
states to find, train and employ the long-term dependent -- and
it does so in a way that reduces the federal deficit.

JEDI identifies two groups that are likely to receive AFDC
next year and for several years. If an agency, private or
public, within a state trains, places and privately employs a
person from those groups for one full year, the federal
government will pay the state a bonus of 75% of the federal
AFDC benefits that would have been received by that person if,
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the person has not been employed. In the second year of
successful employment, the state receives 50% of the predicted
APDC payment, and in tha third year 25%. In the average state,
the JEDI bonus would be $3,684 over three years' time.

No federal bonuses will be awarded until corresponding
federal savings have Ksen achieved. Thus, while the federal
government would pay out $3,684 in average bonuses over three
year's time, it would save just as much. In fact, because the
target groups identified by JEDI stay on AFDC an average of
eleven years, the federal savings produced by a successful
placement will be several times the bonus amount. JEDI will
not fund failure -- only successful, long-term results are
rewarded. Maximum flexibility is afforded to the states; JEDI
does not dictate how to deliver successful results.

Finally, JEDI could be the catalyst for real change in
long term dependency. We know that dependency costs money, and
that solving it costs less. By offering strong fiscal
incentives for success, we can bring to hear the best of
government and of the market's forces to produce a result we
all desire -- and at savings we greatly need.
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Senator MOYNIHAN. Thank you very, very much.
That is exactly our experience, what they are doing in Human

Resources, of disaggregating the welfare population and not just
seeing it as one undifferentiated mass of people. There are persons
who are temporarily in distress. At times that happens to families,
r nd that is why we have social insurance. Yet there are other
people who are in real trouble. And if we don't get to them, we
have failed them.

About 25 percent of AFDC recipients account for nearly half of
all years spent on welfare, which we didn't know before. That is
one of the nice things about this countryevery so often we learn
something.

And one of the other nice things is that we have friends from the
House come over to teach us from time to time.

Mr. Levin, we welcome you, sir. .1r;-,a are here despite a snow-
storm, hail, and what you will.

Our distinguished friend, who has distinguished connections in
this body as well, we welcome you.

STATEMENT OF THE HONORABLE SANDER LEVIN, U.S.
REPRESENTATIVE FROM THE STATE OF MICHIGAN

Congressman LEVIN. Thank you so much.
You have been known for your perseverance, and one test was

this morning. This may be the only hearing going on on The Hill.
One rumor was that they plowed the streets of Washington so you
could go on this morning.

Senator MOYNIHAN. Well, you were here. You were the first to
arrive, Congressman.

Congressman LEvni. Mr. Chairman and Senator Rockefeller, one
item that was not buried was the revision of the bill that we intro-
duced last year and that came from the Legislative Counsel before
the storm to our offices late on Friday. I know we intend to reintro-
duce it, and I wanted to comment briefly on the circumstances
today as compared to last year and the years before.

For many years, you were a voice in the wilderness, and now
there is a rather large chorus. You are still the leadingwhat is
it?baritone or tenor, I am not sure which it is, but the numbers
have grown. And I think it is interesting to ask why.

One reason, it seems to me, is just the sheer numbers of poor
kids and young adults. Society is more and more taking cognizance
of the millions who live in poverty and the increasing numbers.

Second, Mr. Chairman, it has become more and more clear the
link between lack of training and education and poverty. I come
from Michigan. It is clear that the day of the decently-paid un-
skilled job is overit is over. For my generation, if there were no
training, no skills to begin with, there was a blue-collar job. I was
one of them. I was one of the most unskilled tool crib men in the
history of Dodge-Main and was paid a rather decent wage. Those
days are behind us.

Another factor that has been changing, as you have so eloquent-
ly pointed out, women are working. Another factor, training works.
Training has been working.
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And a fifth factor that has been more and more evident has been
state experimentation. There has been reference this morning to
the MDRC report, and the GAO report in its usual blue cover,
quite thick. And we should not overstate their conclusion, but we
should not lose the significance of it.

The gains have been modest when welfare and work have been
creatively linked, but they have been rel. As you have pointed out
so clearly, there is more tc welfare reform than the welfare-work
linkage; there is the issue of child support and the issue, also,
clearly, of the levels of benefits.

But the welfare-work issue is an area, as I mentioned in page 4
of my testimony, that has driven the deepest wedge into reform ef-
forts in the past; and I think, until it is resolved, it is likely to
deter progress on other issues.

Even if we can make a start, a further start this year, and I hope
we can, on the income sideit is badly neededit is my guess that
we won't reach adequacy until there is a system in pib,..te that is
helping people move forward and not leaving them where they
stand. And as importantly, there is a public perception and under-
standing of that progress.

The work-training component, in my estimation, is a fundamen-
tal part of comprehensive reform, likely its leading edge.

I was in St. Louis Saturday talking to a welfare reform group
about the interaction between opportunity and obligation. I think
it has been shown in a number of states that the welfare-work link-
age, if it is creative and not just negative and punitive, is a meet-
ing ground. It is where opportunity and obligation can construc-
tively meet.

So I think it is time to move ahead. We are plail...ting on reintro-
ducing our WORC bill I guess this week, with some changes. LA
me, if I might, just briefly describe itvery, very briefly indeed.

Senator MOYNIHAN. No, you got here; take your time.
Congressman LEVIN. All right, thank you.
First, it embodies a national mandate for welfare reform and for

these creative efforts to link welfare and work, and it is a national
mandate that is a mandate to the states

In our State of Michigan, and it has been true ;n moss state ,
there has been this bifurcation between the welfare departments
and labor departments.

Senator MOYNIHAN. Yes.
Congressman LEWN. Right, and the twain did not quite meet.

The welfare department took car. of payments, the labor depart-
ment took care of training. So, there is a national mandate with a
requirement, with a clear placement of responsibilit-; in welfare
agencies on the federal level and on the state level.

There is also a mandate that there be registration, counseling,
and assessment of non-exempt recipients. There is also a mandate
within our bill that education and training must be provided.
There is also a mandate for child care and transportation and,
after further assessment, we are building health into this as a tran-
sition service.

How these mandates are carried cut is left to the states. There is
flexibility. It builds on the experimentation within the states. How
far mandating goes is up to the states, the difficult issue of wheth-
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er work itself is required, and for people with children, of what
age?

When I was in St. Louis on Saturday, I urged everybody not to
become hung up only on the issue of mandating vork. It needs to
be worked out. States come to different conclusions. Massachusetts,
with ET, came to one. They wanted to emphasize the opportunity,
the assessment, the counseling, and felt that because most people
on welfare really want to work, the response would be there.

Other states have gone beyond that. But it is interesting as you
go into thisand I have tried to follow your leadhow much varia-
tion there is among the statesright?as to the mandatory nature
of work.

But our bill goes beyond a national commitment and some man-
dating with flexibility; it puts some resources where our commit-
ment is.

It is interesting to hear from California. The same story is in
every state. They say, "We'll be creative, but we want Unkage with
the Federal Government, and we want some help from the Federal
Government." And so we provide resource4, as you so well know,
on a 70/30 federal/state matching basis for training and retraining,
and 50/50 in terms of administration, child care, and transporta-
tion.

We also worked hard in this bill to incorporate some perform-
ance standards, so that we just don't judge by numbers, so it isn't
just a revolving door in and out, so that there isn'tI don't like the
word "creaming" because people aren't the product, but we know
what it means. In JTPA, one of 'we critiques is that money has
been short so that the easier cases or instances have been empha-
sized, a lot of resume preparation and the like. I think that is an
overstatement, but there is some truth in it.

The -;,arformance standards in our bill, WORC, go beyond that,
and we are concerned about placement, concerned about quality as
well sis quantity, and we have built an incentive into it for the
mt 1' of these performance standards.

want to say a word about cost as I finish, and also
about pace. .111 Iny testimony there is a discussion of paceand I
don't mean this in a partisan way, but I mean it in a clear-cut way.
I point out that the Administration, in their recent study that you
commented on, "Up from Dependency," and in their draft legisla-
tion, seemed to be emphasizing that we needed another five years
of pilot projects. You know, I think we have the ship, a variety of
ships, and we don't need more pilot programs.

In his statement releasing his report, the President said, "We
must face up to what we don't know." I think what we are saying
here is that it is time to face up to what we do know.

We have had five years of local experimentation and initiative,
and now is the time to act. We are the first to say that we don't
have all of the answers, but we know a great deal about what it
takes to help those on welfare to become self-sufficient. Our rally-
ing cry should not be five more years of pilot proj3cts.

A final word on costs: The bill is going to be bipartisan. We have
been working on that in the House. There is a realization that it is
going to cost some money. You and I asked CBO to estimate our
bill last year, and they came back with a cost of about a billion dol-
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lars over five years. We sent it back saying that was probably too
low. They returned with the same estimate. With the amendments,
the costs will be higher, especially if we handle the issue of Medic-
aid.

It makes no sense, as you said so clearly, for us to try tc, stimu-
late training and work if the cost is the loss of health care for the
recipient, right?

Senator MOYNIHAN. Yes.
Congressman LEVIN. This makes no sense at all. So, there will be

a cost. But we need to ask ourselves: Is a billion or two billion over
several years worth it? And the answer coming from the states,
comirg from welfare recipients, more and more coming from the
public, and certainly coming from both sides 3f the aisle in the
Congress is that it is worth it. In the end we are going to save
money, perhaps. Clearly, in the end we are goLlig to save lives, in
terms of hope, in terms of fulfillment.

I am proud to be associated wit' you, Mr. Chairman, and with
your colleagues, and I think perhapssomewhat to the surprise of
at least myselfthe pace is moving faster.

Senator Kennedy and I were discussing your vim and vigor and
vinegar. I think you have helped a rebirth of this issue, and it is
time to beg", to deliver the child.

Thank yoL.
Senator MOYNIHAN. Very generous, too generous, but beautifIlly

stated. [Laughter.]
Now, the case for the WORC legislation. This is an idea whdi3e

time has come, and I think this is the Congress in which we are
going to see it happen. There is no reason whatever not to pass this
legislation this year and see it in law.

What we are dealing with is a generation of children. We look up
in this world, suddenly, and the whole American spirit has gotten
reversed; we had just become settled with the idea that each gen-
eration is a little better off or considerably better off than the pre-
vious generation, and suddenly we look up and wonder if this is not
just reversed, tint the best times have passed. And as you look
down the age set le, you see the problems of poverty and dependen-
cy rise. I mean, one child in five in this country right now is living
in poverty. And if that is our future, what happened to us? It is
list beginning to sink in. You know, it is 17 years. I think Senator

kefeller knows this: the median family income in our country
has not risen significantly in 17 years. There just has been no pre-
vious experience of this kind.

And the point you made about the day of well-paid unskilled
work being wen I remember in the first Manpower Development
Training Act of 1962, I was then the Assistant Secretary of Labor.
We used to find in places li.e Detroit, men who would come up
from the South or in from West Virginia or up from Misb'ssippi
you know, the Illinois Central Railroad, that kind of thingand
they had been uerfectly self-supporting, well-paid stable workers.
Then the plant -losed, or something happened, and it turned out
they had no skills of any kind; they did very well what was re-
quired of them in the first round of industrial life, but when that
disappeared we just found people desperately. in need of training
that had not previously been required in the New World. And to
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act like there was something the matter with them was to deny the
reality. We have done it, we continue to do it, and either we are
going to get ourselves together in this thing or we are going to
have a lot of trouble, I think.

Senator Rockefeller?
Senator ROCK R. Mr. Chairman, I have to say that I think

Congressman Levin put his finger on something very important
that ought to be said at all public occasions, and that is your own
heroic history on this subject.

I can remember many articles about Senator Moynihan, in years
past dealing with his yews au welfarefew of the articles were
flatterng. But it appears today, people are recognizing that he was
telling the truth at a time that it wasn't very popular to hear it.

I say that as background, again to stress the really superb work
that is being done on this. I had forgotten, in a sense, how impor-
tant this was. I guess I had forgotten it because I wasn't sure that
anything could ever be done about it.

Mr. Chairman, if you will indulge me a memory, I mentioned a
moment ago that I was a VISTA worker quite a long time ago, and
I can remember taking a young man who was of employable r ;e
from the community where I was working. In that community
there were 56 families, 50 of them were on welfare, and I worked
there for two years as a VISTA volunteer. This young man had ev-
erything, Congressman Levin, presumably going for himhe was
able, he was attractive, he was energetic, he wanted to work. But
he was untrained. I took him in for a job interview in Charleston,
West Virginia, our state capital, to a plant where I had arranged
for the job interview.

So, this young man of willingness to work came in, and we had
to go up to the fourth floor for the job interview. We went up on an
elevator, and he had never been on an elevator. If you have never
been on an elevator and you go up for the first time, that is not an
easy experience.

So, when he came in for the job interview, Mr. Chairman he was
a fairly traumatized young man. He sat down facing the person
who was going to ask him the questions, and I was right by his side
as a support systemI was his friend. Behind the interviewer was
a window, and the sun was pouring through it into his eyes. He
was, one, nervous, and two, wasn't able to respond very well be-
cause he was uncomfortable with the sun beaming right into his
eyes.

So, the interviewer told him to lower the blinds. Well, ti.,e blinds
were venetian blinds, and in Emmonsthis community where
workedvenetian blinds were not prevalent. So, I watched this
young man over a period of about a minute and a half, I would say,
try to do something called "lowering the venetian blinds." And I
watched him in his frustration, unable obviously to do anything
with the blinds. He ended up finally taking the bottom slats and
hanging from them with his full weight, feeling that he had to
"lower the blinds." The result, of course, was that he was so utterly
humiliated he couldn't even, as I remember, answer what his name
was when the interview started.

That struck me then, that on the one hand there were the people
who want to work, as did he, as opposed to the people who would
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have the skills and the training to work, and how a venetian
blindmuch less math, science, education and verbal skillscould
undo a willing young worker.

I find in West Virginia now, Mr. Chairman, we have the highest
participation at least we did in 1985of people participating in
the Program, according to this report that you have before
you, Congressman Levin. People are trying. And we also have the
lowest success results in terms of WIN participants entering unsub-
sidized jobs of all of the statesthe highest number of people trying,
the fewest coming out of it with successbecause there is not
work.

And at some point when there is no work, people begin to know
that, and then they begin to get discouraged, as did my friend get
discouraged. He justafter about six months laterhe was gone.
You know, where he is today, I have no idealong, long gone. That
kind of humiliation he didn't need in his life. He tried once more
for a job, and it didn't work, and off he went.

So, do we need more study? No. I saw these things 20 years ago;
the Chairman saw these things more than that; you have been ob-
serving them. I mean, we don't need more studies; we need action,
we need programs.

Yes, it is going to cost money at the beginning, the program
which you two are sponsoring is going to require increased funding
at the beginning. But I also think in time it will save money. And I
think we have to be willing to pay that money now to save money
later on, and to do what we need to for people who want to work,
who could work, but who simply must get the training to get a job.

I like your notion of performance standards very much. I see a
possibility, in fact, in terms of a whole new view of welfare as a
problem of national conscience which doesn't have a dark and
nasty side, and performance standards will help to legitimize our
efforts. You know, if we do this properly, if we are tough, then this
effort will become like other programsworthy of consideration be-
cause they are applying rigorous standards, and people should
come to accept the program and not be as hostile towards it.

I think the WORC Program which you two, Mr. Chairman and
Congressman Levin, are putting forward is a superb program, and I
would ask the Chairman's permission to be a cosponsor of that pro-
Posal.

I enormously admire what you both are doing, and what you
have done for so many years, Mr. Chairman.

Congressman LEVIN. Thank you.
Senator MOYNIHAN. Thank you, sir.
Congressman LEVIN. If I might just close by referring to your ref-

erence to WIN, the program, the funding expire. in June, I believe.
Senator MOYNIHAN. Right.
Congressman LEVIN. So, there is a sword dangling, and let it be a

target. Maybe we can get out of this wonderful institution a bill, if
not by June, by summer, for a Presidential signature.

Senator ROCKEFELLER. And along with that sword dangling, Con-
gressman Levin, there has been chopping in the last several years.
You know, I am not being political, either, but a few years ago we
used to get $4 million for WIN in West Virginia, and it has now
been reduced to $1 million, so there is precious little to work with.
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Senator MOYNIHAN. We can't go on saying people have to find
work and not give them the capacity to do it.

Do you remember that French economist Mr. Say, and Say's
Law, which seemed to reverse our general perception? Say held
that supply creates demand, and that is absolutely the case with
skilled labor. If you have skilled labor, you will find that jobs will
be created because the labor is there. It is something which we
'Lend not to remember, that skilled labor is an opportunity for en-
terprise. In its absence, enterprise doesn't expand.

Congressman LEvm. Yes. So mach so that states have shown, at
least in some cases, that the important thing is training for real
jobs. It has moved so fast that no longer are people talking about
the person in the Cadillac; indeed, I think no longer are people
saying the answer is to give people the address of a fast-food res-
taurant; we need to train people beyond that.

Well, Mr. Chairman and Senator Rockefeller, thank you very
much for this opportunity.

Senator MOYNIHAN. Thank you, sir, and we are going to put that
bill in this week, right?

Congressman LEVIN. Yes.
Senator MOYNIHAN. And we have a cosponsor already.
Congressman I. ,VIN. Good, and many in the House as well as in

the Senate.
Thank you so much.
Senator MOYNIHAN. Thank you, sir.
[Congressman Levin's written testimony follows:]
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Our nation is in tht midst of a reexamination of our welfare

system. This is hardly the first such occasion, but it does seem

a particidarly auspicious one.

Why should the 100th Congress expect success where so many

have walked unsuccessfully before?

One reason is the sheer passage of time and your continued

commitment, Mr. Chairman, to challenging norms and folkways. It

has thrown the current welfare system into sharp relief, exposing

the inadequacies, not obscuring them.

A second reason, and maybe the most important, is a new sense

of common ground on so much of the welfare debate from both sides

of the political aisle. There is a recognition that most of

those on welfare want to get off. There is an understanding that

barriers to self-sufficiency must come down so that people can

pick themselves up. There is an appreciation that the family

unit itself must find a society that builds on its strengths, and

not one that magnifies its weaknesses. And there is an

acknowledgment that for some, the tragedy of poverty has grown

into an unhealthy dependency.

This common ground has led to a fundamental rethinking of the

concept cf welfare. And not a moment too soon, for it is the

children that hate paid the price. Poverty today is a story

about the young. 40% of all those in poverty are children, and,

as you have so correctly stated, we don't have children to waste.
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Parents - both mothers and fathers have a duty and an

obligation to their offspring.

This duty is to provide support for their children, whether

or not they are together in one household, to the extent

feasible. If the family income is inadequate, there is an

obligation on tha part of the parents to seek education, training

and work to increase that income and become self-sufficient - and

society has a reciprocal obligation to provide the necessary

opportunities. And finally, if the income parents contribute is

.1 inadequat y has a responsibility to provide

children with a dece"L _Landard of living.

This confluence of thinking is perhaps most evident in the

the long battle over work and welfare. Terms like workfare and

guarante'd minimum income will bring a host of memories to the

longtime participants in this debate.

But today, there are some new facts on the table that change

the entire nature of the debate.

First, the dramatic growth in the female participation in the

workforce and especially the increasing participation of women

with children have altered some very fundamental assumptions

about the womar's place in society. When 8 out of 10 women were

at home with their children, it was natural that our assistance

programs incorporated this assumption. Now, when two thirds of
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all women with children under 18, and 60% with children under age

3, are working at least part of the year, it makes sense to

redesign our assistance programs to take into account this new

reality.

The second change is the success we have seen in connecting

people with work.

In its recent study "Up From Dependency" and in draft

legislation which I have seen, the Administration would have us

and the American people believe that we need another five years

of study and local demonstrations before we can make needed

changes in federal policy. The President says we must "face up

to what we don't know" before we begin the process of reform. I

would submit it is time to face up to what we do know. I submit

that we've had five years of useful local experimentation and

initiative and that now is the time to act. We don't have all

the answers but we know a great deal about what it takes to help

those on welfare become self-sufficient. Our rallying cry should

not be "Five More Years!"

There is much more to "elfare reform than the welfare-work

linkage. There is the critical issue of adequate income

support. There is the vital challenge of adjusting it so that

there is an incentive to work. Such issues must be faced in any

comprehensive reform worthy of the name.
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There is a strong argument to focus in the present debate on

such Comprehensive reform, and you Mr. Chairman have expressed

that case most eloquently. I would, however, like to focus my

remarks on the work-welfare linkage for several reasons.

It is the area that has driven the deepest wedge into reform

efforts in the past. Until it is resolved, it may deter progress

on other issues.

Even if we can make a start on the income side, and it is

badly needed, it is my ,ess that we won't reach adequacy until

there is a system in place i-at is helping people move forward,

and not leaving them where they stand, and there is a public

understanding of that pree mss. The work-training component, in

my estimation, is a fundamental part of comprehensive reform -

likely its leading edge.

The work-welfare linkage is also the area where we have been

werimenting and have learned considerably in recent years..

Last year, the highly respected manpower Demonstration

Research Corporation (MDRC) gave us the first results of their

detailed in-depth evaluation of work/welfare initiatives in 11

states. While their study is not completed, the findings from

the first report were confirmed in a more recent release.

Perhaps the most important of the lessons from their study is

that "a number of quite different program approaches will lead to
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increases in employment, but that the gains will be relatively

modest. . . Nevertheless, while the impacts may not be striking,

they appear large enough to justify the program costs.
. ."

At the request of our colleague, Representative Ted Weiss,

the General Accounting Office (GAO) has just completed its own

study of work/welfare programs in 24 states., Their findings are

very similar. Despite somewhat bureaucratic management, limited

funding and the lack of intensive training and support services,

these programs have shown modest but positive effects on the

employment earnings of participants. I would like to submit a

more detailed summary of GAO's findings for the record.

As the MDRC and GAO studies have shown, programs like

Massachusetts' E.T., California's GAIN and Michigan's MOST are

right now, today, helping people to turn their lives around. It

was from discussions with the managers of these and other similar

programs that. I have become convinced that we are ready to move

on at least this part of welfare reform.

Mr. Chairman, last year you and I introduced legislation

entitled the Work Opportunities and Retraining Compact (WORC)

which is drawn from these state experiences. We have been

reworking the bill together with a leading Republican member in

the House. Your office now has the new draft and I hope that we

can reintroduce WORC in the near future, with bipartisan support.
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The six key features of the WORC bill will remain the same.

1. A national mandate for state welfare agencies to

provide training and employment assistance for

welfare recipients.

2. Performance standards to measure program success and

progress.

3. Mandatory registration, counseling and assessment for

non-exempt recipients.

4. Education and training must be provided based on the needs of

the recipients.

5. Child Care and transportation assistance must be provided.

6. Adequate resources based on a 70-30 federal-state match.

The current redrafting will increase the focus on education,

provide assistance to women with younger children, provide

transitional support services to help participants find jobs and

increase ties to the private vector.

As this Committee considers welfare and work ideas, I would

draw your attention to GAO's recommendatiors for legislative

action. The GAO calls on Congress to "develop a coherent,
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streamlined federal work program policy that would preserve some

of the more desirable features of the programs begun in the past

5 years." In particular they call for one program that

consolidates administrative responsibility, but gives the states

flexibility in providing services, with a stable federal funding

source. Services must be provided to those with the most severe

barriers to employment and adequate support services must be

provided. Participation for women with children under six should

be voluntary. More sophisticated measures of performance must be

used to gauge program success and reporting, and evaluations

should be uniform.

I believe these are important principles for us to follow as

we draft, and mark-up the work-training component of

comprehensive eform. In my opinion the WORC hill meets these

tests.

Mr. Chairman, as we consider the much ne3ded overhaul of the

welfare system, I think it is important the. we keep another

event in mind. Last year you persuaded the Senate to include

ful, funding for WIN in the budget resolution. Unfortunately the

appropriations bill included just enough money to carry the

program through June. WIN has been an important catalyst for

state innovation linking work and welfare. I am very concerned

that unless we move quickly on a work/welfare proposal that

provides continued federal support, states will shut down their

fledgling but effecti,,,, dork/welfare programs. This would be a
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tragedy. Not only will the doors of opportunity close for those

on welfare, the government will also lose the benefit of savings

in welfare costs and additional tax receipts.

Perhaps we can accomplish comprehensive welfare reform by

June. But if that timetable cannot be met you may want to

consider a work-training initiative to serve as a bridge between

WIN and comprehensive reform.

Mr. Chairman it has been a pleasure working with you in this

vital arena these past months. Let's make the promise of welfare

reform a reality.

# # #
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Senator MOYNIHAN. Well now, Governor Gardner arrived almost
as early as Representative Levin. Senator k,vans was here just to
let us kncw that he came to introduce him, but he had to leave
after speaking very generously, and I see that Senator Adams has
arrived.

So, we welcome you, Governor, and we welcome our colleague
Senator Adams, who I know wants to introduce you, and we look
for, and to your testimony.

STATEMENT OF THE HONORABLE BROCK ADAMS, U.S. SENATOR
FROM THE SATE OF WASHINGTON

Senator AnAms. Mr. Chairman and Senator Rockefeller, it is a
great pleasure to introduce the Gcvernor of our State today, and I
was very pleased that you and I had an opportunity the other day
to have an informal chat about the background and the change of
circumstances in America that have arrived at the point that you
predicted some many years ago, that it is now not an isolated prob-
lem, it is not a widow and orphans problem, but it is a problem of a
major portion of our society.

I told you at that time that our Governor was coming this week
and how much I wanted you to have an opportunity to meet Gover-
nor Booth Gardner, because he has proposed, with a great deal of
courage, to our state legislature a whole new program that is pat-
terned very much on the types of programs that you have dis-
cussed, bhat Governor DuKakis has testified to before these com-
mittees, as 1..ive other members of other states.

I think that you will fu, I his proposal both interesting and very
innovative, and part of the wave of the future. But far more impor-
tant, Mr. Chairman, he is actually doing it, and he is before his leg-
islature at this time, and those of us from the State of Washington
are doing all we can to support him. But it is very necessary, and
he can speak far more eloquently than I can about it, that the Fed-
eral Government indicate a willingness to have states move for-
ward with new programs to solve this problem.

So, it gives me a great deal of pleasure, Mr. Chairman and Sena-
tor Rockefeller, to introduce the Honorable Booth Gardner, the
Governor of the State of Washington.

Senator MOYNIHAN. Governor, we welcome you.

STATEMENT OF THE HONORABLE BOOTH GARDNER, GOVERNOR,
STATE OF WASHINGTON

Governor GARDNER. Thank you, Mr. Chairman, Senator Rockefel-
ler.

I have listened to your discussions with the other people who
have testified, and I am pleased to note that we all agree that the
problem is very simply defined, which is weak skills an 1 poverty.
So, if we can attack those two problems in e ;onstructive way, it
will resolve the problems before us.

Let me begin by saying that I am from the "other Washington"
and therefore not totally versed on the protocol, but I have handed
in written testimony, and with your permission I will speak from
notes and paraphrase.
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Senator MOYNIHAN. Certainly. Your testimc iy will be made part
of the record.

Governor GARDNER. Let me begin by saying that we share your
views that a realistic reappraisal of the whole national welfare
system, particularly AFDC, ought to take place. And in fact, for
the record, the State of Welington pays financial assistance pay-
ments at the range of 85 percent of poverty level. Yes, that is not
bad, but 100 percent would be minimal. In our opinion, 85 percent
borders on tragedy.

Senator MOYNIHAN. And even that is much higher than the na-
tional average.

Governor GARDNER. Well, I am pleased to hear it, but I don't
think it is adequate to begin to solve the problems of poverty and
the skills problems we have heard about, because it doesn't do the
thing which is aosolutely necessary, which is, it does not give hope
to the poor that they can become financially self-sufficient, and
that is the first objective.

I would be less than honest if I didn't say was another driver
behind our motivation, which is that we in our state and with
other states in our area are facing a relentless growth in caseload,
historically. And if we do not control that, we will just simply flat-
out run out of money. The alterative is a very simple one, that you
turn down the valve with the degree of payments that you make,
and that is just encouraging further tragedy.

So, we set out with a goal. We had three objectives. The first was
to try to develop a system which would allow people to be better off
working than they are staying at home; very simply st..ted, to get
rid of the disincentives and to provide incentive for people to go to
work.

Second, if we could, to moderate that relentless growth that we
are experiencing of people coming on AFDC.

And thirdand this was a bit of a risk, but we think we can do
itwould be to provide a program which is attractive enough that
people will come on to it voluntarily, but with the understanding
that there is an implied social contract in this whole endeavor that
we feel very strongly about.

Therefore, we have trigger n.echanisms built in, such that if
there is adequate employment in an area or training opportunities,
and the voluntary pool dries up, then we can bring people into the
system who are capable and qualified to work based on the assess-
ment which would take place.

With those as our objectives, we sat down and designed a pro-
gram that, first, provides immediate availability of child care; sec-
ondly, it extends the medical benefits so there is not the disincen-
tive that, if you take the risk to go to work, four or six months
later you have lost your medical safety net. And we extend that for
a full year beyond the period of which one gets employment.

Thirdly, we provide training and educational components too, with
it. But then we add another feature, which we think is unique and
do-able, and that is, we provide an incentive or bonus for those who
are willing to come on the program, as follows:

You take your 100-percent grant level payment. A person goes
into training or education, they get a 5-percent bonus. If they go
into part-time work, they get a 15-percent bonus, and if they so
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into full-time work they get a 35-percent bonus. So, if you take, for
example in our state where the average income assistance payment
is roughly $7,500it is slightly higher, but for rounded numbers
which is 85 percent of poverty in our state- -

Senator MOYNIHAN. That would be a family of three?
Governor GARDNER. A family of three, that is correct. And if you

give the person full-time employment, and they get the 35-percent
bonus, that takes their income up over $10,000, slightly, above pov-
erty, gives them some breathing room, gives them some job experi-
ence, gives them some self-esteem, and gives them a chance to be
able to move themselves forward.

Now, interestingly enough, we are going to do this budget-neu-
tralnot revenue-neutral, budget-neutraland we are going to do
that through very enhanced support enforcement, as it takes two
parents; and, secondly, through earned income.

Then what we do is, we get a person the job, we take the differ-
ence between what we Inve to pay in the bonus and what we we
would pay him totally, and we plow that money back into child
care and extended medical benefits and the training and employ-
ment that goes with it.

Now, part of the component of our program is a six-month as-
sessment. At the time a person's child reaches six months, they
come in for an education and skills assessment. They are not re-
quired at that moment to go onto the program, because it will be
initially voluntary; but we feel that we have to begin to focus on
those who are first-time recipients, because that is the place we
have to make the impact. And quite candidly, I appreciated Sena-
tor Kennedy's testimony, because it will give us an assist in help-
ing those that are more hard-line, income-dependent profiles. The
argument is always, "Go after those who have been there a long
time," but what you really want to do, in our opinion, is to go after
the first-time recipients and don't let that mentality begin to set in.

Senator MOYNIHAN. And you have that profile that says to you,
"This family is going to be in trouble if we don't really help them."

Governor GARDNER. That's right. Yes.
So those are the ingredients of our program, and all we need

from you is a waiver of the Title IV(a) program, AFDC, a waiver of
the Title XIX program, which is your Medicaid Program, and a
waiver of the food and nutrition elements, so that we can cash in
the food stamps which we have worked through with our own agri-
cultural community, so that we can make cash grants to these indi-
viduals.

That is the sum and substance. I would just add one interesting
footnote, which is that we are a state that feels we can do this
budget-neutral in an arena where we are experiencing 8-10 percert
unemployment.

I listened very carefully to Senator Rockefeller's comments about
where are the jobs. W have worked that problem very carefully.
We see a window coming in the need for labor because of the
trough; we are going to jump into that window.

I t secondly, we have also come to the conclusion that we at the
state level, with our employment security departments, are already
placing individuals. And when we look at the incremental differ-
ence, we just feel, and working with our private sector community,
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that we can place enough people into the workforce to make this
program work.

The choice very simple. If you take 100 people receiving AFDC
today, that is all they are doing, because there is no incentive to
get off AFDC; it ib just disincentive. In our program, using the
same dollars but using earned income and support enforcement, we
will put 75 percent of those 100 people into training, into part-time
work, or into full-time work.

Senator MOYNIHAN. Great. That is very impressive.
We are going to get from you, sir, a concise statement of the leg-

islation you would need to put that in place?
Governor GARDNER. That is correct.
Senator MOYNIHAN. Could I just askwould you go over that

bonus again? You come in, and there are so many thing that we
are hearing from other placessocial contracts, obligations, train-
ng.

Governor GARDNER. We feel the unique feature is the bonus, be-
cause what you have to do is you have to give them some breathing
room also, at the same time, an opportunity to experience what it
is like to be above the poverty level with a little bit of discretionary
income, if you will.

The bonus works as follows: If you take the 100-percent grant
level, if a person volunteers, or if the training and employment op-
portunities are available and he then is pulled 'nto the system, he
goes into training and employment to get a 5-percent 1' anusnot
much, but something. If they go into part-time work, they get a 15-
percent bonus; and if they go into full-time work, some subsidized,
then they gat a 35-percent bonus. And as long as they are in that
category where they are receiving a bonus, the support benefits
continue, and then for a year beyond when they actually go on
their own.

Senator MOYNIHAN. And you are also going to arrange, or you
want to arrange, for medical coverage to continue. I suppose the
hardest choice a mother makes is to lhoose between getting out of
the house and improve her life, if the price is to lose all of the med-
ical coverage for her children. You know, do you dare make the
choice?

Governor GARDNER. That is right, and the probability of going
into a job whe. a there are no medical benefits is high. So, if they
run the risk of losing their medical benefits within four to six and,
in some 're ins tnces, nine months after they go onto some type
of emplGitnent, it is a poor risk.

Senator MOYNIHAN. And you are risking your children.
Governor GARDNER. That is right. It is a bad decision, if you

want to be very candid about it; and what we are trying to do is
make it a go_od decision.

Senator MOYNIHAN. Senator Rockefeller?
Senator ROCKEFELLER. Governor, you are superb in what you say.
One of the things that interests me in watching human behavior

is that there is a feeling or a stereotype that, if people get onto
AFDC or welfare, that they don't want to get off. You point out
some very good reasons why, in their self-interest, public policy
gives them reason to not want to get off if they care about their
children.
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Governor GARDNER. That is correct.
Senator ROCKEFELLER. And most people don't know that. But

beyond that, there is a feeling that people don't want to get off.
Our experienceand I am interested in your stateis that

people do respond in fact, when they are given a work require-
ment. Under our CWEP program which started in 1981, they do
not resent in the slightest the requirement of going to work. In our
case it's been community service jobs, working with deputy sheriffs
and a whole lot of things, helping in the community, in parks and
recreation. They didn't resent it in the slightest. In fact, evalua-
tions of our CWEP program indicate an increase in self-esteem on
the part of the participants.

Now, obviously there would have been exceptions to that, and I
am sure there are all kinds of snafus; but `he basic human instinct
of wanting to be productive has been demonstrated in West Virgin-
ia's program. This surprised some people. Have you found the
same'?

Governor GARDNER. Yes. We have found that most people, if you
give them a decision which is a rational decision, would much
rather be productivegaining job experience, gaining the opportu-
nity to put something on the résumé that they have done so they
can see that next step forwardthen they would be staying at home.

Senator MOYNIHAN. I particularly appreciate your candor slid
your willingness to come here and explam to us your program.

There is a certain stereotype about who becomes dependent, who
turns to welfare in our society, in this country, and the stereotype
does not extend to people who live in the State of Washington. And
yet such welfare dependency is there, too. It is everywhere, not just
in our central cities or in our Eastern Seaboard or what you will, it
is across the nation. The median child in America, the average
child, will live part of his or her youth in a single-parent family,
and that single-parent family is going to have trouble. It is no
longer a minority experience, and it is no longer an experience of
minorities; it is the general American experience now, and you are
finding it right there in the State of Washington, where it never
snows, and you can always catch salmon, and Mount Rainier is
there to be looked at.

Governor GARDNER. Thank you, Mr. Chairman. You know, we
have talked so much about skillsI don't think there is any argu-
ment on thatand many of the programs we have observed are ex-
tremely competent and well-ran in the areas they run in; but until
we also address this issue of poverty, until you can get someone out
of that poverty area to where they can think clearly and concen-
trate on the As that you get them and not be traumatized by
what goes on, we are only doing half of the job.

So, getting them to work is one thing, but getting them over that
line of poverty I think is another, and that is why we have built in
these incentives which we think can work, by rigid discipline on
our part in the areas of earned income, job placement, and support
enforcement.

Thank you very much for your courtesy.
Senator MOYNIHAN. Well, we thank you, and we are going to get

a very specific request from you. If I know Senator Adams and Sen-
ator Evans, they are going to see to it that you get what you are
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after. Obviously, this is what federalism is all about, giving oppor-
tunities for this kind of experiment. And let's see if we can't do it
quickly.

Senator ADAMS. Place it in your bill, Mr. Chairman.
Senator MOYNIHAN. Thank you very much, Governor.
Governor GARDNER. Thank you very much.
[Governor Gardner's written testimony follows:]
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SEMATE TESTIMONY OF BOOTH GARDNER,

GOVERNOR, STATE OF '4vASHINGTON

Chairman Moynihan and Members of tha Committee:

It's a personal pleasure and privilege to be able to testify before this distinguished

committee on an issue of both national in....-tance and individual consequence --

welfare reform. The potential for giving children the opportunity to break the bonds of

poverty and parents the chance to join the regular workforce, earn a decent living and

develop a moose of self-worth, is so promising that it commands timely and far-reaching

action.

Under current policy, the potential for improving the human condition is greatly

limited, which is why I'm before you today. The state of Washington shares the view of

Chairman Moynihan and this committee that the time Is ripe for a realistic reappraisal

of the national welfare system, particularly Aid to Families with Dependent Children.

Not only is the time ripe, it is growing short. In Washington State, we see our

caseloads :rowing exponentially. This growing financial commitment is strangling our

budget and producing limited benefits for participants. We are of "dring AFDC recipients

only 85% of the poverty level. One hundred percent would provide a minimal

subsistence; 85% guarantees tragedy Children go to school ill-clothed and ill-fed.

They spend their day hungry and ridiculed Education takes a back seat as the cycle of

illiteracy and poverty speeds on

At the same time, their parents remain without work, because the current system

creates disincentives for them to pursue employment Ultimately they lose any hope for

a prosperous future and any feeling of personal satisfaction.

Taken as a whole, the business-as-usual approach is failing miserably. The result

is a huge waste of human potential.

161



156

(2)

The welfare programs that served us with varying success in years past have lost a

great deal of their effectiveness. They need updatiN to confront today's problems

effectively. My two years as governor has given me sufficient evidence to become

convinced that a nomplete revamp of our system is necessary.

Toward that goal, I developed a plan to address the problems of the current AFOC

program. And because we don't have the luxury of being able to invest large sums of

money, I made sure that it be a budget-neutral program that would offer incentives for

entering the workforce, tiat would guarantee medical and family support systems, and

would increase financir.1 benefits.

The result of their efforts is the Family Independence Program, an alternative which

we believe more closely responds to the economic needs and public attitudes in our

state. It Is a program which has quickly gained bipartisan support and Is almost assured

early :..nissage in our state Legislature- a passage which constitutes only half of the

legislative actio, necessary.

Because of its wide scope, the program must also obtain congressional waivers for

its five-year demonstration period.

I am here to ask for those waivers and to briefly explain the program. Before I

begin my summary of the Family Independence Program, I'd like to discuss four

premises that guided us in the construction of the bill.

First, it is a fundamental error to view the welfare population as a homogenous

group. The wide range among individual's in terms of intellectual capacity and

motivation, educational and elaployment background, age and family situation, demands

that future programs have the flexibility to respond in a way that will meet the

individual's needs and accelerate their departure from assistance programs.
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Second, welfare programs must be grounded in economic reality. We must provide

job training that prepares recipients for a rapidly changing job market We must extend

medical benefits for the displaced worker and the working poor. We must develop public

policies which reflect and respond to the reality that our current economy is not

providing enough jobs which offer sufficient compensation to ensure that families li at

or above the poverty level.

Third, we believe that any new AFOC system must provide economic incentives for

participants to join the work force. Excqedingly small, even temporary Increases in

income, can disqualify families for cash assistance or cost them critical medical and

child are benefits. Thise disincentives must be replaced with economic &4 amily

support benefits. We must create incentives to induce companies to create more jobs

and welfare recipients to take those j. s. And, we must financially sustain a family as

it embarks on the difficult journey to economic independence.

Finally, we concur with Senator Evans and Governor Robb's far-sighted plan, To

Form a More Perfect U-'on, which calls for the major financial responsa,lity for AFOC

or similar programs to be borne by the federal government for reasons of uniformity and

constistency in benefits.

And, while on the sub;Jct of thoughtful approaches to welfare reform, I'd like to

offer my endorsement;,. .aenator Kennedy's JE01 program. Our FIP program focuses on

tne new-comers to the AFOC program; Senator Kennedy's plan would be a welcomed

additional program In our state to assist the long-term, hard-to-place AFDC recipients.
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CONGRESSiONAL ACTION NEEDED

We are asking Congress to direct the secretaries of Health and Human Services and

Apiculture to grant waivers for five years under Titles IV-A (4-A) ani XIX (19) of the

Social Security Act, as well as the Food and Nutrition Act u; 1977. During that period,

we are asking the federal government to share the costs of FIP in amounts comparable

to what it would pay if the current AFDC program remained in effect. We believe FIP is

budget neutral for both the federal and state governments.

I would like to clarify our reasons for requesting caigressional action on FIP. First,

we believe that the waivers needed are beyond the scope of authority of the federal

agency secretaries. Second, while we clearly favor giving states the opportunity to try

variations to the current system, we do not agree, as some Nave suggested, that this

should be unbridled authority. we prefer to ask Congress for specific autnority to carry

out this well-defined project. Should this program not acheive its goals in our judgment

or yours, we would return to the regular AFDC program.

We have decided to pursue our request while simultaneously supporting nationwide

welfare reform. We do so for three reasons

1. The t.t that our program contains features beyond the range o. those included in

other current proposals;

2. With a relatively small welfare ponulation, we can put FIP into operation in a much

less time than would be possible nationally, and

3. We believe that our experience could provide useful examples as the national debate

on welfare reform progresses
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I am submitting for the record detailed information on FIP as it was proposed to the

Washington Legislature. We will be pleased to update this material once legislative

action is complete.

To close, I'd like to simply outline the major features of our Family Independence

Program. We believe FIP can break the cycle of poverty for thousands of mothers and

children In the state of Washington.

SUMMARY OF THE FAMILY INDEPENDENCE PROGRAM

- All families applying for assistance, who would have been eligible under AFDC,

would henceforth be enrolled under FIP.

An estimated 75 percent of families enrolled would participate in education, training

and part-time or full-time employment. After a two year evaluation period,

participation would become mandatory in regions where there were more job

opportunities than FIP job applicants.

- The state would subsidize some jobs in the not-for-profit and public sectors if Jobs

for enrollees were not available in the private sector.

A cash assistance standard combining the existing grant levels for AFDC and the

cash equivalent of enrollees' food-stamp benefits would be established as the

program's "benchmark lever' to which enrollees would be "entitled." The benchmark

would vary with family size.
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- An incentive structure of cash benefits would guarantee enrollees a combination of

earnings and cash assistance at the following levels:

* 105 percent of benchmark for those participating in education and training.

* 115 percent of benchmark for those working half-time.

* 135 percent of benchmark for those working full-time.

The standard for those working full-time equates to 115 percent of the poverty

level, compared to 85 percent for current AFDC recipients who do not work. In

other words, those viho worked under FIP would be measurably better oft than those

who did not.

Child care and medical services would be provided free until the family reached the

13S percent level. Once a family reached the 135 percent level, they would, with a

nominal fee, continue to receive those Wm./its for up to one year.

- Additional help could be provided enrollees for parent education, family planning and

family financial management services.

- Child support collection efforts would be significantly stepped up.

- Assistance would be offered to absent fathers in training for and obtaining

employment.

A new approach to organization would meld the efforts of the state departments of

Social rid Health Services and Employment Security to improve productivity in

management and distribution of services.
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- Employment and training efforts would be coordinated with the state Private

Industry Cornell under the Job Training Partnership Act.

- A thorough evaluation 4 mandated throughout the five-year demonstration project.

Taken together, we believe these features constitute a comprehensive approach to

welfare reform. We hope that when Ph, is formally presented to this committee, it will

have your support.

I thank you for your time and would be glad to answer any questions you may have.
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POTEN 4'. MOYNIHAN TESTIMONY QUESTION

Answer to possible questions from Senator Moynihan as to why we selected six-months

as age of child for parent to return to work.

1. This is an equity issue -- the welfare program should mirror the way most

Americans live and at this time many American women with very young children

work this is p.ticularly true of the working poor and lower-middle income

population. The six -month time frame was chosen for our state, b' ..ause state

government allows its women employees to take six months off for maternity

leave. It is my understanding that this is very generous compared to most

employers.

2. ,t is my position, as it is the position of the National Governors' Association, that

the most timely intervention occurs when recipients first come onto welfare -- and

this usually means young, first-time mothers with very young children.

3. I do not expectany mothers to go to work unless there is good quality child care

available for thei, children.

4. The FIP plan exempts mothers that must be at home to care for special-needs

children
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Senator ADAMS. Thank you, Mr. Chairman and Senator.
Senator MOYNIHAN. Let's see, we are a little bit out of order be-

cause of the weather out there. Is Senator Larson here, by chance?
I wouldn't be surprised if he is not.

[No response.]
Senator MOYNLHAN. All right.
Dr. Gueron is here, am I correct on that? I think you are not

only here, but you must have camped outside, because yo' were
here this morning, first thing.

During our hearings this morning, we have heard several refer-
ences to the Manpower Demonstration Research Corporation. We
heard earlier from our first witness, from Assem" vman Agnos,
that in the new GAIN program that is being put in pla:e in Cali-
fornia, they contracted with MDRC to tell them how they are
doing, as an independent evaluation of the program as it proceeds.
That is a very impressive thing indeed and not surprising given the
reputation that the MDRC has established ;n this field.

We welceme you, Doctor. We have your testimony, which will be
put in the record. Why don't you proceed to tell us what you have
in mind?

STATEMENT OF DR. JUDITH M. GUERON, PRESIDENT, MANPOWER
DEMONSTRATION RESEARCH CORPORATION, NEW YORK, NY

Dr. GUERON. Thank you, Senator.
I am Judith Gueron, President of the Manpower Demonstration

Research Corporation, ane I am pleased to have the opportunity to
share with you some of the findings from an on-going multi-state
evaluation of state work/welfare initiatives.

Senator Moynihan has pointed o.1 the em'rging consensus
among policymakers concerning the responsibility of parents to
support their children, and the responsibility of the government to
help poor and welfare-dependent parents achieve self-sufficiency.
While the outlines differ, the more comprehensive proposals to im-
plement these reforms call for increased efforts in child support en-
forcement, extending benefits to two-parent families, a national
minimum benefit, and other support for the working poor.

While the cost and feasibility of much of this is still being debat-
ed, the common core in most of the proposals is something about
which we do have solid information from several years of careful
testing. This can best be called, as you have, a redefinition of the
social contract, whereby welfare programs such as AFDC would be
changed Prom a broad entitlement to benefits to a reciprocal obliga-
tion between citizen and the state. My remarks today are limited
to this part of welfare reform, the work/welfare connection.

Since Congress evened the doors to state experimentation in
1981, states have teined e number of ways to revise the AFDC "bar-
gain" and restructure the admiristration of the WIN Program. Be-
cause resources hart been relatively limited, changes were modest
in scale and design, but they moved in the direction of establishing
some sort of reciprocal obligation where benefits would be tied to a
person's agreement to search for work, receive training, or accept a
workfare position.. In return, states had to provide the services and
supports necessary to alliw that participation.
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Since 1982, MDRC has been working with eight states, including
the State of West Virginia, to carefully :-`udy these new programs,
and final results are now available from five of themprograms in
San Diego and Baltimore, and of multi-site programs in Virginia,
AL ;Lamas and West Virginia.

I have written elsewhere in more detail about what was tested,
and I will only say briefly that these were very real-world in scale
and implementation; that while the programs were relatively large
scale, they were directed at about a third of the AFDC caseload,
women with children six er over, with rare exception in the stud-
ies; that they were implemented in a variety of conditions; and
that what was tested so far were relatively low-cost programs, com-
pared to what has been discussed here this morning, programs cost-
ing up to about $1000 per eligible person and providing primarily
job search, brief workfare asingnments, and limited ..-ducation and
training.

Each state's program that we studied representated a particular
mix of obligation and services, and in the research these two things
are tested together so that you don't distinguish the impact of the
services versus the mandate to participate.

The findings from these careful studies provided the basis for
action in 1987. They show that, first, it is feasible to require work-
related obligations as a condition for welfare receipt. On the whole,
states End localities were successful in involving a substantial por-
tion of the caseload in activities. This is a precondition for success
and a notable change in institutions and attitude _ over the average
pre-1981 WIN experience.

Second, the initiatives incrr,ae,..d employment and earnings and
reduced welfare costs. These results dispel the notion that employ-
ment and traini- ; interventions don't work. In all of the states we
studied, with Lie exception of the very special conditions in West
Virginia which the Senator referred to earlier, we found that
work/welfare programs increased the employment of women on
AFDC. Across the four states, average earnings increased between
8 and 37 percent.

The results also point to a way to increase the effectiveness of
work/welfare programs, which was alluded to i ... some of the earli-
er testimony this i aoming. The findings show that the most em-
ployable people, new applicants for welfare who have recently
worked, don't gain much, if at all, from relatively low-cost pro-
grams that basica"- teach them what they already know. In con-
trast, the next gr.. up, women applying for welfare without recent
work experience, can benefit substantially from support and assist-
ance.

Turning to the effect on welfare dependency, overall these pro-
grams produced welfare savings that were smaller than the earn-
ings gainsthat is simply a function of the AFDC formulabut
the savings across the states ranged up to about 11 percent.

Third, overall we found that program benefits outweighed costs
for participants, for the state, and for the Federal Government.
These initiatives cost money upfront, but in general they should be
viewed as an investment, with a payoff in future budget savings in
less than five years and sometimes much les.,.
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Together, these results suggest that work/welfare initiatives can
make consistent and measurable improvements in people's lives.
Multiplied by large numbers of people and over a long period of
time, these relatively modest improvements take on considerable
policy significance.

However, the programs have not so far led to major reductions in
poverty and dependency. This is not a quick fix for poverty or a
short cut to balancing the budget. This should come to no surpris
given the limited funding that ha; so far been available, the nature
of the population, the generally poor labor markets in which they
were implemented, the diversity of the AFDC population, and the
range and seriousness of the obstacles they face.

An open question is whether more costly, comprehensive pro-
grams would have greater impact. And another open question is
whether these programs could be extended to an even greater
share of the welfare caseload, including mothers with younger chil-
dren, w5tliout compromising quality, encountering administrative
or other resistance, or raising broader issues of in- or post-program
displacement.

Now, as Congress moves to translate what ,ve recognize is the
new consensus on work into specific reform, I think the research
points to a number of issues on program design.

First, it is important that the expectation about what a program
can achieve be consistent with the level of funding it receives. It
should be recognized at the outset that, if funding is limited, states
will have to make a choice between programs which are large in
scale but limited in the range of services they provide, or programs
that offer intensive and comprehensive treatment with a smaller
portion of the caseload.

Faced with the opportunity to overhaul welfare employment pro-
grams, policymakers should take care not to replay the WIN expe-
rience of the Seventies and foster ambitious expectations that are
not supported with adequate funding. In theory, WIN also intended
to require all adult AFDC recipients with school-age children to
participate in training, job search, or accept employment offers. In
fact, it -vas never adequately funded or staffed to enforce these re-
quirements, and the obligation existed on paper only. While
changes in attitudes and performance suggest that we can do
better now, additional resources will be -0P^..sary to transform this
potential into reality.

Second, the benefit-cost studies also point to insights into the
cost-sharing relationship between the Federal Government and the
states in welfare mployment programs. The findings highlight the
importance of continued federal support to encourage states to un-
dertake programs that may ultimately prove cost-effective, and in
which the bulk of the Livings accrue to the Federal Government.
Moreover, increasing the required state match may prevent poorer
states from introducing programs which entail large in;tial outlays
of state funds. States which are not able to make up the difference,
for example with the current 90/10 matching arrangements and
which were changed to 50/50, could wind up with smaller welfare
employment budgets than we currently have.

Third, care should also be taken to assure that program funds
are not misspent by te.rgeting services to the part of the caseload
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that stays on welfare only briefly, to the exclusion of other welfare
recipients. It is important that performance standards not encour-
age program operators to serve th ;coup to the exclusion of more
disadvantaged people. Perform measures that place emphasis
on achieving, for example, high i tes of placement at low cost are
likely to have that effect.

Finally, the persistence of dependency and the limited magnitude
of the employment and earnings gains in the programs evaluated
so far provide a rationale for states to offer more intensive services
to move recipients into jobs and off the welfare rolls. A number of
states are already doing so, in part relying on large-scale coordina-
tion of existing services and delivery systems. These programs
should be carefully examined. And while there is some evidence to
show that such approaches can be effective, it is still unclear what
exactly the return to the larger investment will be and who will
benefit the most.

In conclusion, the relatively modest achievements of the first
wave of welfare employment programs and the cautions expressed
here shouldn't deter you from action. On the contrary, I would
urge you to use the findings as a foundation on which to construct
a new welfare employment system which can avoid some of the
mistakes of the past and push into new areas.

Most importantly, I would urge you not to miss the opportunity
to revamp the WIN system by losing sight of welfare/employment
programs in the rush for more comprehensive reform. Work pro-
grams cannot by themselves solve the poverty problem, but they
are important stepping stones or building blocks on the route to
self-sufficiency.

Thank you.
Senator MOYNIHAN. Beautifully done. Right on time, for the first

time, and these hearings have been going on for two months. No
one has ever finished on time. (Laughter.) No wonder you get your
work done so well.

Can I ask two things? One, say again what you just said about
WIN, because Representative Levin has mentioned it and Senator
Rockefeller has mentioned it. You know, that is about to appear
before us in June. Now, you say, "Hold on"?

Dr. GUERON. Right. I would Fly two things about WIN. First of
all, it expires in June.

Senator MOYNIHAN. I guess this year's appropriation expires
then.

Dr. GUERON. The money ends in June, right. And WIN has been
the only money currently available to states which is dedicated to
providing employment and training service 'or welfare recipients.

Senator MOYNIHAN. That would be true in West Virginia, I
assume?

Dr. GUERON. That is right. WIN is the major funding source for
the CWEP program in West Virginia, and it provides 90/10 money
of a very limited amount. 'WIN has been cut from several hundred
million dollars back to $110 million this year, but WIN resources
are the only ones dedicated to this program; so that, when WIN re-
sources become unavailable after June, it will be very imports at #
consider something immediately to put in their place, or the state
experiments that have depended on this may easily contract.
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The other lesson from WIN which I refer to is that WIN also had
lots of rhetoric and little money, and it is important not to replay
that a second time.

Senator MOYN/HAN. Right. In that regard, if someone will dig it
up, I would like to put into the record an editorial in the Washing-
ton Post from yesterday morning. It said, by all /11_1ms let us move
here, but let us not get our language out ahead of our real opportu-
nities and real resourc:

[The editorial follows:]
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Senator MOYNIHAN. But now, look, Senator, what are you going
to do? Are we going to let the WIN Program stop? You said 'con-
tract,' Doctor; I think the word is 'stop,' isn't it, in June, if we don't
get something done here?

Senator ROCKEFELLER. Well, the program has been cut, as you
say, by about half or by two-thirds. West Virginia has lost 75% of
its Federal WIN funds.

Dr. GUERON. That is right. In 1980 or so, it was $365 million,
then went to $220 million last year, and this year it is $110 million.

Senator Romatimusit. Mr. Chairman, may I ask a question?
Senator MOYNIHAN. Please, sir.
Senator ROCKEFELLER. You made a very interesting comment on

page 12 which I identified with. I had talked earlier about perform-
ance standardb and the fact that people relax about, or they look
upon what they might otherwise consider to be excessive govern-
ment Spending with more patience and tolerance if there are "per-
formance standards." But then you make a vev interesting point:
A state bureaucracy will then try to deliver by focusing on those
who are closest to being able to get off of welfare, and therefore
"up" their statisticswhich would be good for the State and for
those no longer on welfare; but it wouldn't be getting at some of
the worst cases.

Mr. Chairman, that strikes me as a very real concern. You know,
you think back to some of the people you work with that have vir-
tually n' skills; they can't help their children stay in school be-
cause they aren't role models themselves; they had A third or
fourth grade education when they stopped, they can't commut rate
verbally; they can't readwhat is it, 20 percent of our displaced
workers in -his country are functionally illiterate? What happens?

The Ford Foundation is doing some interesting work on moving
people forward in terms of basic skillsfor example, C ough the
learning centers developed by Dr. Robert Taggert, whom ( am sure
you know. Is it possible to take people in their 30's and 40's and
50's who are at *he bottom of the list, who are just simply un-
skilled, unverbal, uneducated, and who for 20 years have been
av3idingbecause of lack of opportunitywork? Is that a perma-
nent underclass? Or in terms of basic skills and other training, do
ycu think they can be reached through things that we have not
been doing as a general rule?

Dr. GUERON. A few responses to your comments.
First, I think Congress does hold the key in how it establishes

performance standards. This is something to approach with a great
deal of caution, because the system will respond, and you want to
make sure it responds the right way.

The consistent lesson from careful rasearch is that programs are
most effective in that they make the largest difference for people
who are the least likely to succeed on their own.

And you mentioned the very hard to employ. For example, a pro-
gram was tested in this country eight or so .years ago called 'Sup-
portive Work,' including a site in West Virginia, which focused on
AFDC recipients who averaged about eight years on the rolls. That
program provided ve,,y structured and intensive work experience
and did show that it could double the rate at which pe,ple moved
off of welfare and could ultimately prove very cost-effective. So,
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there are programs that reach out to the most disadvantaged, but
they are likely to require an upfront .nvestment.

Senator ROCKEFELLER But still, what about getting at a 40-year-
old who dropped out in the third or fourth grade? Do you know
about the 1"-rd Foundation learning centers program I am talking
about?

Dr. GUERON. Sure, the CCP program. Certainly.
Senator ROCKEFELL.ER. Are there possibilities, do you think, in

something of that sort? I near, they talk about being able to move
participants forward in months. If they had the money, they say
they could move the entire nation quickly ahead by one grade
level, through very intensive, different kinds of help.

Can these people whom I discussed, the ones at the very bottom
of the heap with a history of being at the bottom of the heapthor-
oughly discouraged, thoroughly nonverbal, thoroughly without
hopeare they a permanent underclass, or can they be reached in
some way other than "Well, they can't make it," and so we will
simply, permanently provide them public assistance.

Dr. GUERON. One of the things that should inspire this commit-
tee is the consistent evidence that women-on-welfare are one f the
groups that you can help. When I mentioned Supported Work earli-
er, women in that program had averaged eight years on welfare,
and the average age was about 35; so that many of them were
them were the kind cf people you discussed who had spent many
years on the rolls and brought. little skills or education. That pro-
gram of course didn't succeed with everybody, but it did make a
substantial difference.

The CCP Program is showing impressive results in terms of in-
creasing grade levels among participants. I think it will be impor-
tant to see if those results, in terms of testing, can be translated
into success in the labor market, and I think we should be optimis-
tic, and proceed, and try it.

Senator ROCKEFELLER. Mr. Chairman, can I make ore more ob-
servation?

Senator MOYNIHAN. Senator, of course.
Senator ROCKEFELLER. We are talking about getting people off of

welfare. It is true, I think, also, that sometimes people can be cate-
gorized as having been moved off welfare by some minor tc:just-
ment in their lifesay a marriage, or a minor skills adju:Ament, or
something which moves them just past the point financially where
they are on welfare.' But in fact, instead of being very, very, very
poor and on welfare, they are very poor and nJt on welfare. And
that is something also we have to watch out for. In other words,
they are marginally out of the system but could easily return to
the system through some small adjustmentdivorce, or some
downward income adjustment.

Dr. GUERON. I couldn't agree more. And in stressing that results
are positive but modest, there is a difference between moving off of
welfare and moving out of poverty.

I know you are going to 'dear later this morning, about the work-
ing poor, and there has been discussion already today about the lrn-
purtance of having incentives for people to work, that really in-
crease the rewards to work sufficiently so that indi "iduals ,ould
rationally choose work over welfare.
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Senator ROCKEFELLER. Thank you.
"Inator MOYNIHAN. Senator Bradley?
..,enator BitADLEY. Thank you very much, Mr. Chairman.
I was very interested o glance through your testimony. You

made a comment in relation to Senator Rockefeller. In your testi-
mony you say tiiat workfare in West Virginia did not lead to in-
creased employment and earnings but was cost-effective. Could you
explain that?

Dr. GUERON. Yes. As I said, we completed studies in five different
states and locations across the country. West Virginia did stand
out, and I think it is for the reasons that the Senator mentioned
earlier, in terms of the extraordinarily high unemployment rate
that existed in West Virginia when the study was conducted, and
the very rural nature of the economy. People participated in the
program and had positive responses to that participation, but it
didn't increase the movement off the rolls.

Now, in terms of cost-effectiveness, we looked at the benefits and
costs of programs from a number of different perspectivesfrom
the budgetary perspective, from a larger social perspective that
ccunted not only budgetary savings bui the value of the work that
people performed while they were in workfare assignments, and
also the perspective of individual participants.

In West Virginia, we found that people participated in a work-
fare program for a number of months, and that the work they pro-
duced was of value to their communities. And it is when you con-
sider that work that the program in West Virginia appeared to be
cost-effective.

Senator BRADLEY. You listed a number of points in your testimo-
ny about participants responded favora .)13F if their workfare assign-
n.mts, or their supervisors considered their work valuable, et
cetera, et cetera.

If you were to counsel the committee, what would you say are
the two most important things we should consider when we are
looking at the work component of a welfare reform program?

Dr. GUERON. We have solid evidence already that relatively low-
cost programs do something. That is a rock on which you can
refute the idea that welfare employment programs are not cost-ef-
fective. But we have also fairly c'oerly seen their limitations, and I
think states have gone beyond these low-cost programs to increas-
ing reliance on education, remedial education and other, and train-
ing. I think it is important that any legislation that emerges now
support that shift and provide resources for more intensive serv-
ices, as well as the more low-cost services that we already know are
cost-effective but limited in success.

Senator BRADLEY. So, you think any program should not simply
have a work component but also an education component and a
child care component?

Dr. GUERON. Yes.
Senator BRADLEY. Thank you.
Senator MOYNIHAN. Could I just note once again for the record

that what MDRC has done so importantly is to establish somewhat
counterintuitively that you :et your best results from your most
difficult cases. As you say, for people who have been employed and
who are just dipping into welfare, a little bit of training doesn't tell
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them anything they don't already know. But it is the individuals
who most need it who really benefit the most, and for whom such
training is most cost-effective.

Could I ask you this almost personal question, but a professional
one? We talk about and hear about efforts to deal with this subject,
and the most interesting efforts come from the places where the
density of the problem is least. We are into our fourth hearing, and
it ma* go on most of the day, and no one ever mentions New York
City. We have three-quarters of a million people on welfare, and
yet it doesn't move. Is it just unmoveable?

You have been checking out areas all over the country, places
where there are 50 people on welfare in the county and what can
you do about them, but what about the great heavy urban concen-
trations? Isn't this a different order of sow:: conditions?

Dr. GUERON. Well, we have testedfor example, Supported Work
was one that also ran in New York City, as well as 10 other sites
for AFDC recipients across the country. There is no doubt that it is
difficult to run an innovative program with a caseload of that size.
But you see Los Angeles grapi,..mg to implement the GAIN Pro-
gram, and that ie also a location with a very heavy welfare case-
load.

Senator MOYNIHAN. Is Los Angeles going to be one of the first 10
counties?

Dr. GUERON. Not one of the first.
Senator MOYNIHAN. But it is coming?
Dr. GUERON. It will be there by the end.
Senator MOYNIHAN. We were concerned about this Lids morning.
Dr. Gtr SON. And we have been looking at a program implement-

ed by Illinois in Chicago. So, the fact that we were not studying the
welfare employment efforts in New York City doesn't convince me
that they are not making a difference. But I will say that it is very
difficult to move a large "oureaucracy to be innovative, and that is
one of the challenges that anyone running a welfare employment
program in New York City faces.

Senator I'vloirrunAN. Would you agree that one of the risks of ex-
perimentation in this work, as in teed in education generally, is
that you get very high quality experimenters? You know, the
1960's was rather famous for those studies of the Yale graduate
who, rather than going into the Army, thought he would go into
teaching disadvantaged students, and he put three years into it,
and he taught those 12 kids to be "whammos," and then as soon as
he got out of the age where he could be drafted he went off to law
school. And you can't run a school system which assumes that 90
percent of the te, .;hers are Yale graduates temporarily disposed
toward the school system.

Dr. GUERON. I would certai-'y agree with that, but I should point
out that the welfare commissi ..tt rs in the eight states that we were
studying were really heroes la terms of letting an innovative re-
search study get put in place in a real-world, large -scale environ-
ment. Over 35,000 people were involved in the study-21 counties
in West Virinia, the County of San Diego, the City of Baltimore
so these were not tiny programs testing on a small scale something
that you then ask is this relevant ti the real world.
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Senator MOYNIHAN. If you have Baltimore and San Diego, you
have the real world, sure.

Doctor, thank you very much. Would you be good enough to send
this committee some tiloughts on what needs to be done quickly
about WIN? Won't you?

Dr. GUERON. I would be delighted to.
Senator MOYNIHAN. We need your advice, and we thank you very

much for your testimony.
Dr. GUERON. Thank you, Senator.
[The information about WIN and the prepared written testimony

of Dr. Cueron follows:]
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The Homarable Daniel Patrick Moynihan
United States Senate
464 Finmell Building
Washington, DC 20510

Dear Senator Moynihan:

You have asked for my recommendations about what to do with the WIN
prI :ram. My comments are limited to those issues that emerge directly from
our rweardt on welfare enployment programs.

In its design fora new welfare employment program to replace WIN,
Congress seems to be applying the lessons learned in recent years about
operating effective employment-related programs for AFDC recipients.
Because cur researd. :owed that different prognosmnedUc approaches to link-
ing welfare and work could be cost-effective investments of taxpayer's
money, we feel it is important that rie federal legislation not be overly
prescriptive, and that states be give ommiderable flexibility in the
design of their programs, the Choice and seopumaing of components and the
struclorre of program administration These principles are reflected in the
proposals currently under discussion.

We also feel that the cpporturdties for states to provide more inten-
sive services, a braider array of education and training activities, and
additional support services are innortant developments, as they hold out
the possibility of producing larger impadLs for some groups than the job
seard and work experience strategies that were the basis of most of the
initiatives studied in MDRC's multi -state demcestration. Whether the prom-
ise can be fulfilled, remains to be seen, ::owever. Right now, there is not
sufficient evidence to indicate whether theeeapproadvas are more effec-
tive, or for what segment of the population they can be most ,effective.

PIRC's analysis of the federal/state ratio of the budget,' savings
produced by work - welfare programs is also supportive of Oorogreasismal

interest in establishing a 70/30 or 75/25 federal/state match in the
replacement WIN program. The 70/30 split approximates the typical distri-
bution of program-related costs and benefits in th states we studied.
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Because our research did not deal directly with a nonber of other
issues of concern to Congress in the drafting of a new bill for 4xample,
the effect of requiring participation from women with children to 6, or
of providing transition" support services to AFDC recipients are they go
to work I am not making any recommendation along these lines. Simi-
larly, PIDRC's work does not address some of the breeder aspects of welfare
reform of interest to jou. It remains clear, however, that the effectie-
ness of welfare employment initiatives will be dependant in pert on broker
work incentives and the streLgth of the ecanceey.

While generally in ant with the deselopment of the welfare
employment debate in Washington thus far, we do, however, have a numter of
concerns. First, because so wary key question remain open "questions
abaft the effectivemmas of programs that target women with pre-school
children or provide more intensive education and training or transitional
employment supports we feel it is critical that any new legislation
include a mandate and funding for rigorous evalution of the employment
initiatives. The more flexibility states are given, the tore important it
becomes to develop good information About what works best for wnum. This
can only be &z by wall -structured studies.

Flirther, the =anent welfare reftamidetate points to the importance of
issues that go well beyond wolyhmalfare progrmns to the broader questions
of poverty and the working poor. As you haw: so eCoopmartly stated, these
include work inamttives and income supports under AFDC, as well as child
support enforcement. The current debate is partiary hindered by the lack
of information on the real cost and feasibility of anti approace- 'Ib

extent that these issues are not addressed in legislation this :ar, i.
will be important to use the next few years to get the an swers.

lb do this, this year's legislation night allow states the option
on a trial basis of restructuring the package benefits available to
the poor in line with some of the more promising ea toadies. Thus, new
legislation Should en nui:alp the federal 9(nm:inert to use waivers and make
resources available to enable states In run experiments under rigorous
evaluation conditions. The types or experixents that should be encouraged
include: brattier integration of child support enforcement and AFDC, and
changes that immense the returns to r/ork, including pert-time work (e.g.,
increased disregards, thP lovviAion of transitional child care and health
services, and changes In the DIX or other tax measures that benefit poor
families).

A second area of concern is in the development of federal performance
standards for the new welfare enployment system. As I indicated in Joy
testimony before your stiocceemittee last month, a clear lesson :ram MDRC's
Work/Welfare Demonstration is that rewraps stand not work exclusively
with the most employable recipients -- those that have a prior work his-
tory, and less welfare receipt because the impact of the program on such
individuals is smaller than on other, more needy groups. 'loom this perspec-
tive, it appears misguided to use a simple placer,xv,- star.mund based on an
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absolute level of placements; because it drives program operators to sem:
these most employable individuals. It is ale clear that the collation of
lcager -tez data an pmogram participants will not solve the difficulties
associated with this type of performarrae reasure.

While we know what should not be dam, it is unforbmately less clear
had to construct a system that will give program operators an appropriate
incentive to serve harder-t"-erplay recipients who are likely to benefit
from participation. I'v,e promising approach i to use a saighrgd plaoesment
standard, that gives _ erators more credit for placing harder-to-employ
recipients, defined bisuch objective criteria as length of time on welfare
and prior employment.

Still another cha-lenge Is to develop a system of performance stan-
dards that is sufficient,; flexible to take into account that states may
have legitimately different goals and object -ves in pr mars, as wall
as varying econmaic conditims and program ebo rigid an applica-
tion of a single performance measure could undermine the intended flexibil-
ity of the nod welfare employient system. Senator RockefeLler's concern
about the effect of a placement standard weighted or otherwise in a
state such as West Virigina that has fay employment opportunities is a case
in point. Thus, even a weighted placement standard may need to be combined
with other measures of program performance for example, activity levels
or educational gains that reflect other objective.,- of the new legisla-
tion or state intentions.

Given how much remains unknown, I would recommend that Congress not be
too prescriptive in setting the parameters of a performance -based system at
this time. ere establishment of performance criteria should be delayed
until there are better data available on the relation between demegraphic
and economic factors and program outcomes. Since the programs in the MERC
demonstration were largely job search and work experience, it is particu-
larly important to collect information and analyze the results of programs
that are more intensive or omprehensive in scope.

A final concern is that, if ;at: replacement legislation is not passed
by June 30, funding for the current program will expire. It seems ital to
continue WIN authorization and furrlinci at least at orrrent levels, until a
new program is in place. Past experienoe has shown the problems that arise
if pe...p.aue are forced to lay off workers and close offices in response to
funding shortages, and then expected to irrmease capacity quickly when addi-
tional funding becomes available perietoe also shows that a long period
of plannirg and start-up is required to get a new program in place. It
would thus be inefficient to disband the current WIN structure before new
..agislatixxi can take effect; instead, WIN should be phased out as the new
structure is phased in.

In closing, I would like to reiterate what I stressed at your
subcomanitee hearing last month: Congress should be careful to avoid
replaying the WIN scenario of the 1970s and should set realistic
expectations about what can be achieved by an overhaul of the welfare
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esploinent system The claims for what the program can accomplish should
be conadstentiwth the level of funding available to the states.

I would be happy to provide any additional information or answer any
questions that you or your statuary have. I will be watohing the.. develop,
rent of your welfare reform proposal with interest.

S merely,

cSeC-P
11.7

Junf Gveran
Preside..o
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Good morning. I an Judith Gueron, President of the Manpower Demonstra-

tion Research Corporation (MDRC). I am pleased to have this opportunity to

share with you some of the findings from our five-year, multi-state evalua-

:Ion of state work/welfare initiatives, and to discuss their implications

for the current debate on welfare reform.

Senator Moynihan has pointed out the emerging consensus among policy

makers concerning the responsibility of parents to support their children,

and the responsibility of government to help poor and welfare-dependent

parents achieve self-sufficiency. While the outlines differ, the more com-

prehensive proposals to implement th.se reforms call for strengthening the

enforcement of child support, establishing a national minimum welfare bene-

fit, extending benefits to two-parent families increasing the income of

the working poor,, and addressing the underlying need for educational

reform and a stronger economy.

While the cost and feasibility of much of this are still being de-

bated, there is a common core in most of the proposals about which we do

have solid information This can best be called a redefinition of the

social contract, whereby welfare programs such as Aid to Families with

Dependent Children (AFDC) would be changed from a broad entitlement to a

reciprocal obligation between citizen aad state. By the terms of this

contract, work -- or participation in an activity leading to work -- is

required in return for public aid.

Work/Welfare Research: A Solid Basis for Welfare Reform

Usually, a new consensus surfaces in a climate long on rhetoric and

short on facts. Fortunately, the body of knowledge on work approaches has
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grown considerably over the last four years. In 1982, the Manpower Demon-

stration Researc: Corporation began a five-year study examining eight state

initiatives that attempt to restructure the relationship between welfare

and work. This allows us to draw upon the results of several years of care-

ful testing. We can avoid overstating the magnitude of the possible re-

sults, while at the same time not yield to pessimists.

The Work/Welfare Response to the Deficiencies of WIN

All of these programs represent innovative responses by states to the

administrative and programmatic flexibility offered in the Omnib - Budget

Reconciliation Act of 1981 OBRA offered states a new option which allowed

them t-o change the institutional arrangements for delivering employment and

training services which had existed under the Work Incentive (WIN) erogram.

The WIN program was originally mandated to link welfare to work by provid-

ing training opportunities for adult AFDC recipients with school-age chil-

dren. Recipients were officially required to participate in job training

or job search, and to accept employment offers. However, the WIN program

was r.qt funded at a level sufficient to meet these objectives, so the pro-

gram was usually unable to provide services and enfo*ce requlremerts as man-

dated.

The option introduced under OBRA, known as the WIN Demonstration Pro-

gram, seemed to trigger a new resolve on the part of stet, ..nistrators

to establish meaningful work-related obligations for AFDC recipients Be-

cause the resources were very limited, the changes were relatively modest

in scale and design, but they moved in the direction of establishing a re-

ciprocal obligation. In these new welfare employment approaches, to re-

-2-
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ceive bent d have to search for work, participate in train-

ing programs "workfare" (work- for-benefits) position. In

return, the state would provide the services and supports necessary to

allow participation. The programs were mandatory: welfare benefits could

be reduced for failure to participate.

Program Design and Target Population

The MDRC study of the work /welfare mitiat-ves doer not test a cen-

trally developed and funded reform proposal, but rather evaluates programs

desigrsd at the state level To ensure that the project produced findings

of national relevance, MDRC studied states -..at are broadly representative

of national variations in local conditions, administrative arrangements,

ana AFDC benefit levels. Final results are available on programs serving

the urban centers of San Diego and Baltimore, and programs spanning large

multi-county areas including both rural and urban Arkansas, Virginia, and

West Virginia. At its conclusion, the demonstration will also include full

evaluations of programs in Chicago, New Jersey, and Maine.

The popttion studied is primarily female heads of households who

qualify for AFDC, the nation's largest cash assistance welfare program. 'a

most cases, only mothers with school-age children, about one-third of the

caseload, were targeted for participation. In two states, the study also

included male participants from the rolls of AFDC-U, the welfare program

for unemployed heads of two-parent families.

The programs used a variety of strategies to link welfare to work.

The most common method was job search, either by itself or in combination

with workfare In a few states, limited education and training opportuni-

-3-
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ties were also part of the program. Overall, these were relatively low-

cost, short-term interventions. Group job search typic?lly lasted from two

to four weeks, and work experience lasted 13 weeks.

Each state's program represented a particular mix of services and a

certain degree of obligation. Tne .ssearch addresses the feasibility and

effectiveness of the combination of assistance and r3quirements, and can

not separately examine which of the two was responsible for program achieve-

ments.

MDRC measured the success of these programs in terms of "impacts."

Individuals in the study sample were randomly assigned to two groups.

Those in the experimental group were required to participate in the pro-

gram; those in the control group could not. After a follow-up period, the

earnings, employment, and welfare receipt of the experimentals were com-

pared to those of the controls. The experimental group demonstrates the

effect of the program upon employment and welfare patterns, and the control

group represents the patterns that would occur without a pro: m The dif-

ferences between the two are the program impacts.

Findings, Implications, and Open Issues

The findings of these careful studies of relatively low-cost employ-

ment initiatives in five states provide a basis for action in 1987.

They show that:

It is feasible to require work-related obligations as a
condition of welfare receipt.

Cin the whole, the states and localities were 'uccessful in getting a

substantial portion of the eligible AFDC caseload to participate in the

-4-
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required activities of thee work/welfare programs. This represents a

major management achievement for program operators. It is particularly

striking when compared to the participation record of the pre-1981 WIN

program, which was unable to establish meaningful work-related obligations

for recipients.

However, one should not exaggerate the intensity or scope of this

obligation. The major activity by far has been job search, a relatively

short-term and modest intervention. Education and training activities were

limited, and unpaid work experience was almost always a brief obligation --

usually lasting no more than 13 weeks.

The limited nature of the requirement is in part a reflection of fund=

ing constraints. The programs were relatively inexpensive, with average net

costs per enrollee ranging from $165 in Arkansas to 51,050 in Baltimore.

Had the typical obligation been longer or more intensive, it would have

been necessary to raise the level of the initial investments in services.

States have thus far managed to deliver services with generally modest

funding. However, if resources remain low or are further depleted -- or if

the programs expand in scale -- there is it risk of returning to the pre-

1981 WIN approach of formal registration requirements and little real pro-

grammatic content.

o The majority of participants responded favorably to their
workfare assignments, and their supervisors considered
their work to be %,aluable.

Workfare jobs were generally entry-level positions in maintenance or

clerical work, park service, or human services. While the positions did

not primarily develop skills, they were not make-work either Supervisors

judged the work important, and indicated that participants' productivity

-5-
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and attendance were similar to those of most entry-level workers.

Among participants, a large proportion responded positively to the

work assignments. They were satisfied with the positions and liked coming

to work, believed they were making a useful contribution, and indicatev

that they thought a work reouirement was fair. Nevertheless, many partic-

ipants believed that their "employer" benefited from the program more than

they did, or that they were underpaid for their work. In brief, thy wou'd

have preferred a paid job.

o The work/welfare initiatives increased emplo, .nt and

earnings, and reduced welfare costs.

The results of the study dispel the notion that employment and train-

ing interventions do not work. M'sst of the programs for which we have

final results produced gains in employment and earnings, and savings in wel-

fare payments for women on AFDC.

The percentage of experimentals who held unsubsidized jobs during tht

study period was greater overall than the percentage of controls with jobs.

The program improved the employment of people on welfare in four of the

five states for which we have final results. For example, in Maryland, 51%

of experimentals were employed at some time during the 12-month study pe-

riod, compared to only 44% of controls -- an employment difference of 7

percentage points. In San Diego, the employment rate of experiementals over

15 months was 6 percentage points higher than that of controls (61% com-

pared to 55%). This is a 10% improvement.

As a result, the average earnings of experimentals wee also nigher

than those of the control group. During the 15-month folio,. ,rind in

San Diego, the average total earnings per experimental (inc
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earners as well as earners) were on the average $700 higher than the $3,100

earned on average by the controls. This is a 23% increase overall. Across

four states, the earning. gains ranged from 8 to 37 percent.

The results also to a way to increase the effectiveness of

work/welfare programs. The findings show that the most employable people

-- new applicants for welfare who have recently worked -- do not gain much

if at all, from the relatively low-cost programs that basically teach them

what they elready know. With no particular mogram assistance, many of

these women usually stay on welfare cnly relatively briefly. In contrast,

the next group -- women applying for welfare without recent work experience

-- can benefit substantial' c-om support and assistance. While more of

these women remain on wells. .fter participating in a work program,, their

employment rates increase by substantial amounts. Finally, very initial

indications are that the relatively inexpensive programs studied so far may

noZ be very effective for the small group of welfare recipients who have

been on the rolls for years and have very limited skills and work experi-

ence.

The results suggest two exceptions to this overall positive picture.

First, the pure workfare program in the state of West Virginia did not lead

to increased employment and earnings. The rural nature of the state, and

its high unemployment severely limited job opportunities. Second, the

gains in employment and earnings were not shared by recipients of AFDC-U,

the welfare program usually involving the male partners from unemployed,

two- parent households. Nevertheless, the work/welfare program was still

cost-effective among tLis portion of the target population.

Turnihg to the effect on welfare dependency, overall these programs
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produced welfare savings that were smaller than the earnings increases.

For example, in San Diego, the average savings over 18 months was $288,

reflecting an 8% decline over the average $3700 received by controls. In

Virginia, there were average savings of $84 per experimental, a 4% differ-

ence from control benefits. Across the four states, savings ranged from 0

to 11%.

Overall, these finoings suggest that work/welfare initiatives can make

consistent and measureable improvements in peoples lives. Multiplied by

large numbers of people and over a long period of time, these relatively

modest improvements take on considerable policy significance. However, the

programs have not so far led -o major reductions in poverty or dependency.

In assessing these findings, it is important to remembe that they were pro-

duced by programs that had participation obligations of limited intensity,

cost, or duration. An important open question is whether more costly, com-

prehensive programs -- providing either more se-vices or longer obligations

-- would have greater impacts. In addition, it is unclear whether these

low-cost programs were aneficial to the most disadvantaged -- those with

major, multiple barriers to employment, such as severe educational defi-

cits, or language problems. It is possible that there is a threshold below

which more irtensive assistance is required. Finally, we do not know wheth-

er these ,rams could be extended tc a greater share of the caseload with-

out compromising quality, encountering political or administrative res

tance, or raising broader issues of in- or post-program displacement.

o Overall, program benefits outweigiled costs, for both
participants and the state and federal government.

The work/welfare initiatives cost money upfront, but in general the
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investment paid off in future budget savings in less than five years (r -Id

sometimes substantially less). The ability of mainstream programs such as

these to effect change on a large scale is an important new finding.

Moreover, the research produced unusual findings on the distribution

of benefits across federal, state, and county budgets. In San Diero, where

a detailed study was conducted, all three levels of government gained under

the particular funding formula and matching arrangements in place. How-

ever, the federal government bore more than half of the costs and enjoyed

the greatest net savings. This finding provides a rationale for continued

federal support for programs like these work/welfare initiatives. Had

there been no federal funds -- or had there been substantially less -- the

state and counry would have had no financial incentive to run these

cost-effective prcgrams.

For program participants, as well as program operators,, the benefit/

cost picture is again generally positive, although results vary according

to target group. For AFDC women, the increased earnings associated with the

programs usually exceeded reductions in welfare benefits and losses in

other transfer payments, such as Medicaid and Food Stamps.

While the findings of the overall cost-effectiveness of work initia-

tives is important,, they do not address a major issue in the current de-

bate: the extension of work requirements to women with pre-school chil-

dren. For these women, program costs -- especially those for child care --

would be higher, and program effectiveness remains uncertain. Clearly the

evidence of long-term dependency for young, never-married mothers suggests

the importance of addressing the effectiveness of services for this group.

o A number of quite different ways of structuring and
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targeting these programs will yield effective results.

Overall, the results do not point to a uniform program structure that

merits national replication, Instead, one of the notable characteristics

of these state welfare initiatives is their diversity -- in population

served, local conditions, and program design. A key explanation for the

successful implementation of these initiatives may indeed be that states

were given an opportunity to experiment and felt more ownership in the pro-

grams than they did in the earlier WIN program, which was characterized by

highly prescriptive central direction.

Implications for Program Design

As Congress moves to translate the growing concensus on the need for

reciprocal obligations into programmatic strategies that also provide oppor-

tunities, consideration should be given to other lessons that emerge from

the MDRC findings: lessons about the relationship between funding and pro-

gram scale, targeting and performance standards.

Funding, Scale and Intensity

First, it is important that the expectations about what a program can

achieve be consistent with the level of fundi-, it receives. It should be

recognized at the outset that if funding is very limited, a choice must be

made between programs which are large scale but limited in their range of

activities, and programs which offer intensive or comprehensive treatment

to a smaller proportion of the caseload.

States cannot be expected both to intensify their efforts to improve

the employability of their welfare population and to increase the number of

people served, unless more money is put into the system. If funding for
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welfare employment programs stays at the current level or declines, states

will be forced to operate programs that either limit the number of people

they serve, limit the services they provide. In either case, the out-

comes are likely to disappoint those who expect welfare emplcyment programs

to "solve" the welfare problem.

Faced with the opportunity to overhaul the welfare employment system,

policy-makers should take care not to replay the WIN experience of the

1970s and foster ambitious expectations that are not supported with ade-

quate funding. In theory, WIN was intended to require all adult AFDC recip-

ients with school-age children to particpate in training or job search, and

to accept employment offers. In fact, it was never adequately funded or

staffed to enforce these requirements, and the work obligation existed on

paper only.

More recently, the experimental programs studied in MDRC's evaluations

suggest the limited results of operating relatively inexpensive programs

for a large segment of the caseload. More recent state initiatives -- for

example, E.T. in Massachusetts and GAIN in California -- are designed to

provide more options and more intensive services to a broad spectrum of wel-

fare recipients, but they rely on funding sources in addition to the fede-

ral WIN system. Not all states appear to be in a position to concentrate

resources to this degree, however.

Cost Sharing and the Federal Role

The cost-benefit studies in MDRC's work/welfare demonstration also pro-

vide insights into the cost-sharing relationship between the federal govern-

ment and the states in welfare emplcyment programs. The findings highlight

the importance of continued federal support to encourage states to under-
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take work programs that may ultimately prove cost- effective and in which

the Lulk of the savings accrue to the federal government. Moreover, in-

creasing the required state match may prevent poorer states from introduc-

ing programs which entail large initial outlays of cash. States which arc

not able to make up the difference if the current 90/10 matching arrange-

ment were changed to a 50/50 match could wind up with smaller welfare em-

ployment budgets than they currently have.

Targeting and Performance Standards

Care also needs to be taken to ensure that program funds are not mis-

spent by targeting services to the part of the caseload that is least in

need of assistance. The most employable welfare group usually stays on wel-

fare only briefly. It is important that performance standards not encour-

age program operators to serve this group to the exclusion of the more dis-

advantaged members of the caseload. Performance measures that place empha-

sis on achieving high rates of job placements at low costs, for example,

are likely to have exactly that effect. Such a strategy may amass impres-

sive performance statistics, but it concentrates limited resources on the

people who can probably get off welfare without them and limits the assis-

tance available to those who can most benefit from it.

More Intensive and Comprehensive Programs

The persistence of dependency and the limited magnitude of the employ-

ment and earnings gains in the programs evaluated by MDRC provide a ratio-

nale for states to offer more intensive services to move recipients into

jobs and off the welfare rolls. A number of states are already doing so,

in part by relying on the large-scale coordination of existing service de-

livery systems. These programs should be carefully tested. While there is

-12-
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some research evidence to show that such approaches can be effective, it is

still unclear whether larger investments in education and training have a

larger payoff, which s^gments of the welfare population can benefit the

mast from such approaches, and whether they will be more successful than

earlier efforts in reducing welfare dependency. There is also much to be

leaned about the resources of time, money, and staffing necessary to plan,

coordinate and mor,tor such large-scale programs.

Conclusion

The relatively modest achievements of the first wave of welfare employ-

ment programs under OBRA and the cautions expressed here should not deter

you from action. On the contrary, I would urge you to use the findings as

a foundation on which to construct a new welfare employment system which

can avoid some of the mistakes of the past and push into new areas. Most

importantly, I would urge you not to miss the opportunity to revamp the WIN

system by losing sight of welfare employment programs in the rush for more

comprehensive welfare reform measures. Work programs cannot by themselves

solve the poverty problem, but they are important stepping stones -- or

building blocks -- on the route to self-sufficiency.

-13-
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Senator MOYNIHAN. I am going to ask if our good friends from
NYU and Brookings and Brandeis would indulge us.

Mr. Kolberg, the President and CEO of the National Alliance of
Business, has been here patiently all morning and has to leave by
noon.

Therefore, sir, we welcome you, and we I 3o k forward to your tes-
timony, which will be put in the record as if read, and then you
can just tell us it in your own words.

STATEMENT OF WILLIAM H. KOLBERG, PRESIDENT AND CEO,
NATIONAL ALLIANCE OF BUSINESS, WASHINGTON, DC

Mr. KOLBERG. Mr. Chairman, I appreciate being allowed to speak
out of order this morning. You and I may be the only two people in
this room, and maybe in this whole hearing, who were involved in
the Family Assistance Plan in the Nixon Administration in 1970.

Senator MOYNIHAN. A long time ago.
Mr. KOLBERG. I can think of no one in the country who is better

qualified to lead this set of hearings and lead us to get something
done finally in this area. I congratulate you on what you have al-
ready done, and you have a monumental task before you.

As I was thinking this morning and listening to the other testi-
mony, several things occurred to me that I thought it useful to
point out in terms of differences, what has happened in the last 17
years.

First and most importantly, 't seems to me, is the cultural
change in our society. When we were working before on this prob-
lem, less than a third of mothers with young children were work-
ing. The baby-boom mothers are working now to the tune of about
74 percent. And so it is a very normal thing: Mothers with young
children workall mothers of all classes. And certainly, therefore,
it is time for us to readdress that whole question.

Second, you have heard this morning and in your other days of
hearings that welfare reform has begun; it is already well along in
a number of states. Governors are exciting. In terms of even the
last 10 years, the most exciting things going on in domestic policy
and domestic programs in this country are being done by governors
and being done by states. You have heard a good many of those,
and I think it is important to recognize that.

Third, the Federal Government has played a part. In the last six
years the Federal Government has loosened up and become much
more flexible in its authorities and its money, which have allowe."!
governors to move ahead and do the things that they have done.

Last, as the President of the National Alliance of Business, I
would say to you that I think business is more interested and more
involved now than they have ever been in this issue, first of all be-
cause of the Job Training Partnership Act. As I will point out sev-
eral times, 10,000 business volunteers now serve on the Job Train-
ing Partnership Act private-industry councils in every community.
They are very involved in this kind of thing.

Forty-two percent of the trainees under JTPA are welfare recipi-
ents, so you have a cadre of intelligent, involved business people
out there that already know a lot about welfare problems in their
community and welfare reform.
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The last point I would makeand I think the previous witness
said something about thiswe have a window of opportunity in the
next few years. The demographics make it possible for us to do
something. There are two-fifths less young people coming into the
labor force over the next 10 years than ever; we have the smallest
growth in our labor force that we have had since the Thirties. If
our job creation czu continue on even a moderate path over the
next 10 years, we have a chance to find jobs, entry-level jobs, for
people that are trained, willing, and able to work.

With that, Mr. Chairman, let me just shorten my testimony by
saying a few specific things drawn from the printed testimony.

The first and most important principle, we think, is thv need for
state flexibility, and I think I have already made that point. States
are moving ahead in this kind of thing. A number of states have
already done very innovative things. And in that flexibility, it
seems to me there are four points that need to be made:

First, continue adequate funding to stimulate the implementa-
tion of state welfare to work programs. We have heard about the
work-incentive money; 20 percent of AFDC people in the states
have used the WIN money. That needs to be continued. That has
been a very strong motivator for state legislators to put up state
money to move ahead with welfare reform.

Second, leave discretion to the governor to determine which state
agency should administer the program. Let's stay out of the way of
the governors. Let them decide how to organize state government,
whether it is the welfare agency or the employment agency or a
combinationgovernors know better how co do that than the feder-
al level does.

Third, let us continue to authorize a briad range of allowable ac-
tivities, so we can simplify program design.

And finally, let's make it possible again for governors to coordi-
nate this program with the multitude of other employment and
training programs. Many of them are out there. States are begin-
ning to make some sense in integrating program delivery systems,
and we need to allow the flexibility.

The second key principle that I would talk about this morning is
the need for substantial local control over service delivery. Again,
the private industry councils of the Job Training Partnership Act
have involved governors, have involved mayors, have involved the
business community. It goes without saying, I think, that the busi-
ness folks know where the jobs are, they now know a great deal
more about training the disadvantaged than they did four or five
years, and clearly a lot of those delivery-system decisions must be
made at the local level.

The third point I have already talked about, business involve-
ment.

I would ask you and the committee to take a very careful look at
the Job Training Partnership Act. We in the business community
have spent a lot of time and a lot of effort to try to become part-
ners from the top to the bottom in a delivery system which we
think now involves a very effective partnership between govern-
ment at all levels and the private sector. We think having business
people involved adds a new dimension of credibility, of understand-
mg and know-how to this whole system.
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As Governor Dukakis has probably pointed out to you, he is
using private industry councils as a key delivery mechanism in his
program; we would think other states might want to do the same
thing.

Let me, then, just skip over the rest. 1 see the red light is on, Mr.
Chairman, and we in business like to get things done efficiently
and effectively. I hate to be the one who runs too far. Let me just
skip to the end.

The Work Incentive Program, as has been pointed out here this
morning, expires in terms of dollars in June. I would hope that
what the committee might do is use that as an action-forcing event,
if you will, not only to provide more money, because WIN has been
an effective motivator at the state level, but also we would hope
that the committee might just pull that whole area out and go with
a separate piece of legislation, and go quickly.

As you have heard from me and every other witness, a lot of
very innovative, important things are already going on in welfare
reform. The WIN money has been an important key, perhaps the
most important federal key, to urging that innovation on, and to
stop that money now would be wrong. I think it probably is time to
rewrite that, so that statesfor instance, in our view, it shouldn't
any longer be a 90/10 program; statea ought to be asked to put up
more money than they have in the past. It seems to us a 25-30 per-
cent state match would be very reasonable. But let's fund it, as Dr.
Gueron said. Let us fund it so that the money is there to urge the
states along, so it becomes a real carrot, a federal carrot, to allow
and encourage states to move ahead with welfare-to-work pro-
grams.

Mr. Chairman, I am over time, and I will stop.
Senator MOYNIHAN. May I say to you that you make a very im-

portant point about what our chances look like. The demographics
are with us, for a change.

Mr. KOLBERG. That is right.
Senator Mouzlii,N. After watching that baby boom just crash

into one institution after another for the last 40 years or so, I think
it would be useful for our staff if we could just have Bill give us
those numbers, something about the enormous drop in persons en-
tering the labor market over the course of the next decade. That
gives us a moment here that should encourage the thought that it
is not hopeless. Maybe that is why we are getting around to the
subject.

Senator Rockefeller?
Senator ROCKEFELLER. No questions, Mr. Chairman.
Senator MOYNIHAN. Senator Bradley?
Senator BRADLEY. Thank you, Mr. Chairman. I would just like to

echo your word on the demographic point that you made. I suppose
what we will have to weigh, what inevitably will be the fact, is that
there are many people in this country who are undertrained and
unemployed.

Do you see a pc+ential tension between this group and new immi-
grants who come ,nto the country? This is not a new tension, by
the way, in American history; but do you have any counsel for us
from the business community as to that tension?

. ,
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Mr. KOLBERG. Clearly, Senator Bradley, there is that tension.
The mis-match I talked about ought to be of concern to all of us; it
isn't just relating to welfare clients but it relates to our young
people. Jobs become more complicated all of the time. Our recent
study showed that three out of four jobs by 1995 are going to re-
quire training beyond high school; so jobs become ever more com-
plicated. And so the mis- match -28 million adult functionally illit-
erate people, we are losing a million young people out of our
schools every year who drop out. Essentially, dropouts are unem-
ployable, increasingly. Functionally illiterates are unemployable.
And yet, at the same time, if we have this strong inflow of people
from outside the United States, obviously you are going to have a
real problem. Are employers then going to be attracted more to
those that want to work, that are capable of working, who come
from outside the United States, rather than address the real prob-
lem of the underclassthose that are disadvantaged, unemployed,
functionally illiteratewhatever their problems?

We would hope that, through policies both public and private,
that we spend our time over the next 10 years seeing if we can't
dig at that real problem in our center cities, whether it is New
York City or wherever it may be, the problems of the underclass,
welfare, those that drop out of school, the functionally illiterate
we have an opportunity to do something about it, and now is the
time to do something about it.

Senator BRADLEY. The opportunity.
Senator MOYNIHAN. Sir, thanking you for your testimony and

knowing you have to be on your way, may I just say that back in
the 1960's a lot of organizations got started doing something about
the issues that arose and the problems that appeared. Most of
those organizations have disappeared, and most of those people
have disappeared. The National Alliance of Business has not, and
this member of the Senate would like to thank you all for hanging
in there. You come with experience and commitment. Twenty
years is a long time, and it certainly wasn't easy 17 years ago when
we were working on these things, and we didn't succeed. We knew.
I think it was to one of your groups that I said that if we didn't get
that bill in 1970, we wouldn't get it in that decade. Well, we didn't.
But life goes on, and you are still here.

Will you take something back to your board? Tell them the Fi-
nance Committee appreciates what they are doing and admires
what they are doing.

Mr. KOLBERG. Thank you for your kind words about the National
Alliance of Business.

Senator MOYNIHAN. Sir, thank you.
We are now going to go back to our regular order, and we are

very pleased and I think privileged to have a panel of three of the
most distinguished research economists and sociologists in our
country, who concern themselves with human resources and ques-
tions of public entitlement and private obligation: We have Law-
rence Mead of New York University, who is now visiting at the La-
Follette Institute at Wisconsin. His seminal work on obligation ap-
peared several years ago and obviously greatly influenced the
course of the discussion in our nationyou hear it; every witness is
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talking about "social contracts," and out in California they are
drawing them up.

And we have Robert Reischauer, who is at Brookings, who is
going to speak to us on a subject that he is particularly well quali-
fied to speak to, the Expansion of the E rned Income Tax Credit.

And then, Professor Bob Lerman of the Center for Human Re-
sources of the Heller School of Social Work at Brandeis University,
and he is going to discuss Helping the Poor Outside the Welfare
System, a Proposal for Restructuring Antipoverty Policy.

I welcome you all, and as is our pleasant practice, we like to ad-
vertise books for sale from time to time. (Laughter.)

Mr. Mead, you are first, and you can commence with "Beyond
Entitlement," or wherever you would like.

And I would like to hear from all three members of the panel.
[Mr. Kolberg's written prepared testimony follows:]
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TESTIMONY
OF THE

NATIONAL ALLIANCE OF BUSINESS

BEFORE THE

SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY
COMMITTEE ON FINANCE
UNITED STATES SENATE

ON WORK AND WELFARE ISSUES

FEBRUARY 23, 1987

Mr. Chairman, I appreciate the opportunity to discuss the views of the National Alliance

of Business on issues related to training welfare recipients for jobs in the private sector.

My name is William H. Kolberg, President of the National Alliance of Business. The

Alliance has worked to promote job and training opportunities for the economically

disadvantaged for 19 years. We are the only organization led by, and representing,

business in the specific areas of Job training, employment, and human resource

development for the nation's unemployed and disadvantaged. Our experience in working

with both private sector employers and publicly funded job training programs provides us

with a unique perspective on the subject of these hearings.

At the outset, I want to commend the Subcommittee for holding hearings on what we

feel is the critical element in welfare reform. We believe that the only meaningful way

to change from a life of welfare dependency to one of self-sufficiency is by providing

the training, support, and incentives necessary for competitive employment in our

private, free market economy.
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Welfare Reform

When the Alliance was founded nearly two decades ago, private sector interest in the

disadvantaged wcs based manly on social commitment. Since the late 1970s, however,

the interest and involvement of private sector employers in the problems of the

disadvantaged has increated substantially, due in large part to a growing concern about

the lack of literate and qualified applicants to meet increasingly complex Job

requftements. The slowing of labor force growth that the nation has been experiencing

for several years, and will continue to experience for several years to come, restricts

employer choice in filling Joh vacancies. Unless a concerted effort is made to increase

the education and skills of available workers, productivity zould be impaired and

economic growth could be undermined.

Employers are beginning to understand this problem, and are increasingly committed to

doing something about it. Business interest in welfare reform is no longer based solely

on the social good, but on economic necessity. Tight labor markets in the Northeastern

states and shortages of qualified entry-level workers in local labor markets throughout

the nation are spurring business interest in facilitating the transition from welfare

dependency to productive employment.

Growing business concern has coincided with a growing state interest in welfare to work

efforts. Two decades ago, the federal government had to assume the burden of assisting

the poor because most states were either unable or unwilling to do so. Now, many

states Are competing with each other to design the most effective welfare to work

programs. That trrnsformation has been spurred in part by the desire to reduce state
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welfare expenditures. But it has also been reinforced by a change in public attitudes.

The rate of entry into the workforce for all women including single parents with

children has increased dramatically, leading many to reconsider the equity and

appropriateness of expecting that able-bodied welfare mothers should be supported

without working.

Another factor is federal legislation. Changes in the early 1980s granted states greater

flexibility and authority in planning and operating employment and training programs for

welfare recipients, launching a wave of state experimentation. The success of many of

those experiments has fueled additional interest and innovation.

Bev PrincioleS

Mr. Chairman, we believe there are three key principles that should guide employment

and training programs for welfare recipients and other disadvantaged groups.

State Fliatbility. One important principle is the need for state flexibility. Decades of

categorical federal legislation have left states with a patchwork collection of narrowly

targeted programs that lack vision and the coherent policy framework needed to

promote employment. To compound the problem, state education, job training,

economic development, and human services agencies operate in relative isolation,

despite their mutual interests and their combined effect on the state's economy.

Over the past several y.:ars, individual states have been struggling to develop a rational

policy framework and to reshape existing delivery systems to meet their employment

Page 3
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and training needs. A major thrust has been the coordination, and in some cases

integration, of related human resource development functions within the state. This is

often achieved through a state-level strategic planning process that addresses a broad

spectrum of state programs. The key players have been the governors, who are in a

unique position to fashion a rational system through their authority over state

administrative agencies.

Currently, states have many program options for addressing the employment-related

needs of welfare recipients. The Work Incentive (WIN) and WIN Demonstration

programs serve around 20 percent of AFDC recipients and are the most important

element in most state welfare to work programs. The Job Training Partnership Act

(JTPA) programs also serve welfare recipients in proportion to their representation in

the local population at present some 42 percent of JTPA participants are public

assistance recipients. In addition, some states are taking advantage of federal matching

funds to operate community work experience (CWEP), job search, and work

supplementation programs.

States also have at their disposal statewide networks of community colleges, vocational

and technical schools, and public school systems. Moreover, states have access to

federal funding to provide English as a second language (ESOL) instruction and adult

basic education.

The challenge to state human resource planners is to assemble these many pieces of the

puzzle, along with others, to fashion a coorenated and comprehensive employment and

training system to move welfare recipients into unsubsidized employment. Given the
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considerable diversity in state administrative capacity, welfare characteristics, and

economic conditions, it is clear that no federal model could fit every : ate equally well.

In fact, such an approach would necessarily be inefficient. States are still

experimenting with the many options they have under current law. The federal

government's role is to insure they have the proper tools, and the flexibility, to do the

job.

To preserve state flexibility, federal welfare to work legislation should:

Continue funding to stimulate the implementation of state welfare to work

program& .WIN grant money has played a critical role in leveraging additional

finincing from state legislatures. Under a new federal program, continued,

but stable, funding of this type is essential.

Leave discretion to the governor to determine which state agency should

administer the program. The WIN Demonstration authority has been a

significant incentive to state experimentation. Each state should be free to

decide how this piece fits best into its emerging employment and training

strategy.

Allow a broad range of allowable activities to simplify program design and

facilitate program integration. Authority for welfare to work programs

should be consolidated in one place in federal statute, and should include all

services authorized in current legislation.

Page 5
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Require coordination of the new welfare to work program with Ither

employment and training programs within the state. This could be

accomplished through the state job training coordinating councils estelisiged

under the Job Training Partnership Act.

Local Control. Another principle is the need for substantial local control over service

delivery. Because the demand for workers, the types of employers, the population to be

served, and the resources available vary substantially across different areas of the

state, the design and operation of employment and training rlrvices must take place at

the local level.

A wide range of education, economic development, welfare, and employment-related

services exists in most communities. Effective local planning can orchestrate these

local resources to provide a logical stream of programs and services that cuts across

institutional boundaries. Currently, a number of local areas are experiment.og with

one-stop shopping, case management appoaches, and competency-based curricula that

allow program participants who face occupational barriers to enter the employment and

training system at practically any level and progress toward self-sufficiency at their

own pace.

In such a system, it is no longer re ssary for every program to provide sufficient

resources for every conceivable service that participants might require. Instead, local

planners should be able to draw on many different resources -- both public and private --

to provide comprehensive services so those in need.
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To promote local control, federal welfare to work legislation snould:

Lease open who should provide services at the local level. That decisior.

should more appropriately be made by local planners.

Require coordination of welfare to work services with other employment and

training services available in the same local area to avoid duplication of

effort.

Business Involvement. A final principle is that business has an important role to play in

designing and overseeing employment and training programs. To begin with, the private

sector has over 80 percent of tti. Jobs. In addition, private sector employers know what

job skills are needed in their industries and geographic areas. Their understanding of

local labor market tends can help inform appropriate public program designs, training

content, and necessary support services. And where private sector job placements are

the goal of public initiatives, employers know best what level of competency they

require from program graduates. Finally, local private sector leaders can serve an

important role as an outside broker, or focal point, to facilitate coordination among

various public programs related to employment and training. Very often it is the

"neutral" business volunteers who an motivate various public agencies and officials to

work more effectively together and coordinate resources more efficiently toward a

common goal.

We believe that valuable lessons for welfare to work programs can be drawn from

experience under the Job Training Partnership Act (JTPA). That law incorporated the
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landmark principle of private sector involvement in finding solutions to "social"

problems by equalizing authority between the public and private sectors over all aspects

of local policymaking, planning, administration, and program operations. This was a

deliberate and concrete recognition of the need to harness private sector expertise,

resources, and support, and to tailor publicly financed training programs to local

economic realities.

We believe that such a partnership brings the best leadership, resources, and

commitment to the table in each local community to address a common problem. Under

JTPA, each local service delivery area must establish a private industry council with a

majority membership of business volunteer., with other members coming from

education, welfare agencies, the employment service, organized labor, and community-

based organizations. Each private industry council shares authority with local elected

officials over program design and skill content, service delivery, oversight, and

coordination.

After nearly four years of operation, we have seen that employers have a lot to bring to

the table. They are willing to participate and have done so effectively. We have seen

the private industry council, as a community institution, begin to mature and to define

its role more broadly as a center of human resource policy in the local labor market.

The e,uncils have an established identity and credibility in the business community.

In some states, the public-private partnership concept is already being extended to

welfare to work initiatives. The Massachusettes "LT" Choices program makes extensive
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tse of local private industry councils. The concept is also being applied in the

California GAIN program and in numerous local welfare to work initiatives.

To promote business involvement, federal welfare to work legislation should:

Utilize existing public-private partnership institutions to gain private

expertise, resources, and support, and to coordinate employment and training

services for welfare recipients with other services available in the

community.

Lesvos from Successful Programs

Mr. Chairman, after two decades of public employment and training efforts on behalf of

welfare recipients, it is possible to draw a few lessons about what makes programs

succeed.

frIcentiveS are more offectiv_aMan punitive meas./res. Employers seek, and work best

with, "motivated" employees who are more likely to be found in a voluntary system that

offers them real opportunity. Most welfare recipients want to work but lack the skills

or education to find a meaningful lob that pays more thin what they can receive in

welfare benefits.

A voluntary system does not mean that the welfare system just waits for recipients to

walk in the door, taking their own initiative to volunteer for job training. It is tied to a
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system that initiates an assessment of each welfare registrant, actively cout,3eling them

on the opportunities and incentives available for training and services.

If the incentives for recipients are appropriate, they should draw individuals into the

program on their own. This appears to be the case in Massachusetts where volunteers

are floadinr the program for services and placement. The incentive is that most

recibients double or triple their income in jobs compared to welfare payments.

Once incentives have drawn as many recipients as possible off the welfare rolls, then it

might be appropriate to consider enforcing the enrollment of others into job training

service& Self-selected and motivated participants, obviously, are more likely to

succeed in getting jobs, holding them, and proddcing long term gains for themselves and

the economy.

Participation must be more profitable than remainin. on welfare. In our view, one of

the persistent barriers that has plagued welfare reform efforts in the put has been the

lack of meaningful financial incentives to draw participants into jobs more naturally.

Probably the largest single problem has been the loss of Medicaid coverage or health

care assistance when recipients take jobs. Wnges may initially provide more cash flow

to participants, but having to purchase independent health insurance for themselves and

dependents often reduces income below what they received on welfare. This problem

must be addressed if programs are to succeed.

Programs must offer incentives to employers to cover the extra costs of framing and

lost Productivity. There are proven models in federal policy that give employers
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incentives for hiring and training unskilled, disadvantaged job seekers. These include

on-the-job training reimbursements up to an amount that equals half of wages paid

during a specific period of time, or tax credits on the actual wages paid. These are

specific and effective incentives that help cover costs of extra superision, training on

the job, and lost productivity until the new employee comes up to speed. Such

incentives are important to overcome the hesitancy of employers to hire welfare

recipients over otherwise similar applicants who need less training.

We would recommend that incentives continue to be part of the federal authorization

for programs seeking to place welfare recipients in goo( Jobs, where they can receive

additional training in job-specific skills from employers. Employers, knowing they are

being reimbursed for the costs of training, will invest more time and training in the

individual. Studies of past on-the-job training arrangements indicate that the

reinAmrsements dr, not cover all the actual training costs to employers, which suggests

that the incentive may leverage additional training funds to benefit participants.

Employers will expect, and must be able to rely on, continued public program assistance

for other necessary client support services such as personal, job, and financial

counseling, transportation, and day care. For this particular clientele, which is often

characterized by little or no work history, the involvement of private employers is more

likely to occur if they can be assured that the individuals they hire and train will be

helped with the basic support services necessary to retain a job and to minimize

distractions at the workplace. Employers are not equipped to provide many of the basic

necessities clients will need in making the transition from welfare to work.

Page II
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It is difficult to say which of the support services is most important initially, but

Intend.. Counseling and frUow up after placement ranic high. Personal and financial

counseling would help new Imployees establish a greeter sense of stability and

satisfaction in their new 1.4tus, and can provide referral for transportr.tion, day care,

and other needs. Job criunseling wouil provide them with a sounding board for job

related fears and problems outside the potentially intimidating supervisory system of

the workplace.

fankyKlivatjaValEMSAMAjniEtrIl zr.mcess. Sift remits. and know that their

efforts make q difference in how the prom.= w s. To maintain the long term

commitment and Involvement of employers in such initiatives, the program should

include some system of accountability or performance measurement. The investment of

public dollars should be able to show results.

Other public programs involving employers, like 'TfA, have included performance

evaluation criteria and have significantly improved the v,,,,y in which employers view the

programs. Performance measures become an im, crtart management tool, like those

used every day In business. Performance goals Improie tiances cf identifying problems

early, allowing changes in program design, manage n.nt, and oversiOt. Monitoring

program results increases credibility among employers, who understand that if the

program works and produces measurable results, it can Justify a continued public

investment.

Our experience has shown us that if employers have a role Li the de ba of services

against specific measurable outcomes, they gain a sense of ownership in the program.

Page 12
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A final lesson is the Importance of _simplicity in program retirements. Ana red

Psairand the Perception of red tool. for business involvement. Employers have a natural

reluctance to get involved in what they see as bureaucratic government programs,

whether the perception 11 tree or not. Legislation that does not attempt to regulate by

statute and that provides the maximum flexibility for local decisionmaking in program

designs is more likely to be successful in attracting private sector volunteers. It is

possible to keep legish tive requirements and administrative structures streamlined

without losing accounta bility. When a program degenerates into a paperwork

compliance process, at the expense of good program ctesigns and results, the purpose is

lost and business interest cannot be sustained.

HAW for WIN Reolacemen%

Mr. Chairman, we believe that new federal welfare to work legislation is needed that

builds on this foundation. But we must be careful not to take a heavy-handed approach

that could stifle the creative efforts being made by individual states. The most

important contribution the federal government can make to Improve the transition from

welfare to work is to rive tne tates the freedom and the "seed money" to continue their

efforts. Currently, the v IN program is one of the most effective tools used by the

states to provide a corr prehensive mix of job search and training activities.

A new program is needet. to replace WIN, whose funding runs out in June of this year.

The new program should increase state and local flexibility, increase the state share of

funding, broaden the range of authorized education and job training activities, and

Page 13
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ensure the provision of adequate support services to sustain program participants. The

program should be carefully coordinated with the public/private structures under JTPA.

State Job Training Coordinating Councils shoult have a role in developing the overall

policy guidelines for the program, and private industry councils should help plan and

oversee programs at the local level. Finally, this new program should provide the

critical incentive funds for states to undertake more comprehensive initiatives for

helping welfare recipients prepare for private sector employment.

As the Subcommittee deliberates how best to move forward toward reform of the

nation's welfare system, we hope that you will consider drafting separate legislation to

address work and welfare issues. June is not far away, and the uncertainty over

continued federal funding for state work and welfare initiatives is already frustrating

state planning. We believe that federal work and welfare legislation, if considered apart

from other potentially more controversial aspects of welfare reform, could be enacted

before that deadline.

We are ready to work with you and your Subcommittee to help design such a program to

create meaningful private sector work opportunities for welfare recipients.

Mr. Chairman, I would be happy to answer any questions you may have.

Page 14
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STATEMENT OF LAWRENCE MEAD, PROFESSOR, NEW YORK UNI-
VERSITY; VISITING PROFESSOR, LAFOLLETTE INSTITUTE, UNI-
VERSITY OF WISCONSIN, MADISON, WI

Professor MEAD. Thank you very much, Mr. Chairman. It is an
honor to participate in these deliberations.

I will not say anything about the overall reason for reform; I
think you have heard a lot about that. I want to emphasize three
points, one of which I suppose will not surprise you.

That is that an element of clear-cut obligation on the part of the
recipients of welfare must be part of any successful reform. By that
I mean an obligation to participate in some form of activity pro-
moting self-reliance, either job search, or actual employment, or
training.

Now, my reading of the problem in welfare employment is that
the main constraint is not in fact lack of jobs. The situation in
West Virginia, which we have heard about, is unusual. In most
urban areas, anyway, jobs appear to be available at the margin,
and that is not a serious constraint, at least at current work levels.

The problem, rather, is that welfare itself has not generally re-
quired participation on the part of the recipients in some form of
meaningful activity.

What is new about the recent programs that MDRC has evaluat-
ed is that most of them more clearly require participation, and for
this reason I think we see the impacts that we do.

There are some improved economic results in terms of higher
earnings for the recipients and higher work hours, but in my view
the most important consequence is simply participation itself,
simply that these programs have raised the share of the employ-
able recipients who have to do something in return for benefits.
They have raised that share from the usual WIN level of about a
third up to over half. That is, in my view, much the most impor-
tant impact these programs have achieved.

Also, it is well to remember that this is what the public wants.
Important as the economic impacts are, their main effect is to make
it rational to pursue workfare; they give us the returns that we need
to balance government's costs. But the public is interested in that
participation in and of itself; they want that; they want people
involved at higher levels of effort on their own behalf. And we should
view that as an important impact all by Itself.

Also, you earlier raised the question of what was the answer in
New York State and New York City. I have done studies of the
WIN Program in New York City and State, and I find, particularly
in these areas, that the key to people getting into jobs is the share
of the clients who are obligated to participate actively in the pro-
gram. That is much more important than variations in the labor
market or the demographics of the clients themselves.

To expect people to work is the most important thing you can do
to cause them to enter jobs. Obligation doesn't much raise the qual-
ity of the jobs, and therefore an issue of equality remains to be ad-
dressed; but it does raise their participation in meaningful activity.

The second concern I have is that political reflexes of an inappro-
priate kind may keep us from generating an effective reform. I
speak here as a political scientist. I hear some concerns expressed
by liberals and conservatives that sound all too traditional. There
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is an effort on the part of some liberals, I think, to use welfare
reform to reinvent the over-elaborate welfare state of the late
1970's, prior to the Reagan cuts. They want reform to consist
mainly of new benefits and services for the recipients. Some bene-
fits are necessary, but let us remember the history that purely vol-
untary, benefit-oriented programs have not raised work levels on
welfare. We must not go down that road again. We must make sure
that alongside the resources we have definite participation obliga-
tions.

Conaervatives, for their part, see an opportunity here to reduce
dependency, to reduce spending on welfare, perhaps to devolve wel-
fare to lower levels of government. I think that agenda also is inap-
propriate to the kind of reform we are talking about. We can't
expect workfare to save a lot of money in the short term. We
shouldn't expect short-term reductions in dependency. What we
should look for primarily is higher levels of participation by the re
cipients in some kind of activity.

Another political danger is what I would term overselling. If we
think that workfare will work a transformation of welfare in the
short term, then when we don't see it we will be disillusioned and
we will withdraw funding. We will refuse to make a long-term com-
mitment to administrative development, which is really required to
make these programs effective.

Finally, what would be the essentials of reform? One important
thing is to extend the reach of a participation requirement. It
doesn't achieve very much if you define the share of the employ-
able very narrowly; you must define it broadly, I would say to 'n-
dude mothers of children as young as three. And most important-
ly, you have to mandate actual participation by these people.
Merely to require that they register, as they usually have to do in
WIN, achieves very little. We have to set some targets for partici-
pation levels that the states have to achieve, under some kind of
fiscal sanction or incentive. I would raise the share of the employ-
able that have to participate actively from the current level, which
is only 15 percent, up to 30 percent, then gradually up to 50 per-
cent, and then see whether it is economic to go further.

We should tr to see that at least half the employable recipients
do something ue il return for their support.

I will el- , these points later.
Senat .:%... _...ks. Yes. And we will just go right through, pro-

ceeding t Reitichauer.
[Professor lead's written testimony follows:]
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Wiese alumnae IL Meet I es on amass Professor of Poittld at Ilea York
Unieunity mu mew Ian a Visiting Professor et the La Toilette Institum at Public Affeirs at

the IlmlIerittpet Tiecenelnliedlus. I bane been studying velars employment promos since

1915. 1 seelallTPliebei iMgMbiNOMandIMIlig ares Press.

Mk metullyet the voila requirements end other obligedone in hard saki proems.

A momment hes gahere4 to reform estate, especially Aid to families with Dependent

Children (LTIC). The mein soca is to require that more Mutt recipients 'ark or mke other steps

to help themedies se satiation ot support. Hest roe in this direction seem essential for the

wit -being date recipient, as wit a the melon. Nov. I summarise some reams for this
movement abet it might achieve, the political angers it faces, and finally the essentials of

reform itself.

111110111101LIMIN

The mein impetus to reform is evidence that loog-terse dependency has become a serious

emblem in American velars. It is s the heart of the nation's social problem. especially in the

lov-incose greet easier cities.

It vet once *Right that sort families on 'Wire remained there only for short periods, end

the is true for about heir the asses Dui according to the beet recent research. half the cues tart

more then Mt leers, and 30 percent last five years or longer. These longer-term cases dominate

the rolls et any given rise i furthermore prolonged dependency hits the most disadvantaged
amnia limiest. foam never-serried mothers Tito go on ATDC eith a child under 3 tend to stay

acquaint the longest; surly 40 percent vill spend a total ore leer 10 years on the rolls?

A near seem for dependency is nonvork by adult recipients, nest only to separation from

their spoome.3 Lack at earned income is even more important SUMP.of poverty. About half of

all spells or poverty begin through alas ct earnings, end three-querters of them end through a

pin in earnings. Ivan for female heeds ct families, earnings are the leading escape route out of

1 Wry Pane and David T Meted, The Dynamics of Depended,. The Routes to Self-
Sterldency; study prepared for the Department of !with and Nyman Services (Cambridge, Mee
Urban Systems Research and Ingineeruig. June 1903), ch 2.

2 Davit T. Mood, 'Targeting 'Would-De' Long-Term Redpients of LIM' study prepared for
the Deportment celeste' end Rumen Seriicee (Princeton: Mathematics Policy Research, January
Ma p. la

3 Done end Bleu* 'Dynaeua of Dependence; pp. 1?-22.
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poverty, mare 'deponent than either remarksa or government benefits.4 Int it is *route rev at
the lea( -turn par or dependent mks.

Thaw is Stela rearm to think the problem all solve itself. Only abort a curler of AFDC

mothers we sorting or looking for vork at aglow% thee, about half the anal for =erosible.

everted et espenled motion in the (easel populates, end the level is lover still for the long-
term awe. After eat tie years on the rote, the them that a family all sort itself off the rolls
is ass then 'want" York Web hen herdly changed in tee decades, wen though yenta
.others have been more employable in that time .6

The main purpose alba current movement is to assure that more of the dependent do

something to help theaselas. The humane purpose of AFDC used to be to free needy sateen to

says hone to rise their children. Today there it videspreed doubt that it is good for a single

mother or her children for her not to yak for long perked:. Among families elth United

adulation end 'ark experience, nonvork ten& to isolate end depress the mothw, and it does not

furnish the example of capstones that children needs see in their permits. Ideally, a rosily
hat too parents, endileaten tt 311 they an both vork and are for their children full-time.

Then the mother is the only parent it is best that she divide her time *Mon these tub.

While velfere terply supports omen and their children, there is concern also about poor

men. Mort astrwe Mites we created 'hen fathers leave their mutes or never teary them
Some ergot the fathers lane to quality the families for AIX. vhich does not cover tvo-perent

readies unless the father is unemployed. gore likely, they leave because they despair of

supporting the featly on the eyes they can armor they we kicked out es poor providers by the

ashen. Tetra's ream should not consist only of steps to make the mothers 'wk, necessary
those these we. Werra we also needed to obligate the fallen to do more to support their

familia, end to help than function beta a breedanners.

Remark is also hard on the nondependent. Polls rhos that Americans are deeply distressed

by velfare. That they oppose is not dependency es such. since large numbers of better-oft

people rely on Social Security and other mine-cats benefit programs. Rather it is

ffrellactioaal dependency, the fact that wirers *hits often do so little to help themselves. The

Presence ore substantial class of eork ing-eged. yet dependent adults violates the American ideal

4 Wry), sae and David T Mooted, *Slipping Into and Out of Poverty: The Dynamics of
Spells; Jmneigagmeolingsge, vol. 21, no. I (Tinter 1986), pp. 13-21.

, as A. Mill it al- -An Analysis of Time an WNW study prepared for the Department
of Health Ind Rumen Services (Vehington, Di.: The Urban Institute, June 1900, pp. 27-8.

6 lAlretcs M. Neat itireaullalgemenillatioslaMitairaisailizzahlit (lee York'
free Pram 1906), pp. 7,6.
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ete melon ease dew New inegretice or the lowers Sanaa is weentil to
mains setaity in the Lariat sew. It is do Illi to sense political apart for Mere
led a emoreni meld slice

/1111A1111612211311116KAGISM

Mee Am hen put in emotion the path* apse* that emernsent Ink to apeneocy
VIVI remedy. See Meese mot lo met it hes boon mused the they all shoo doyen.

amber etimpersed 'Wren' hew been thought to bop the free mrldnelock et lobs or
chal cam rubs or levees, or the esincentim to bark ailed by wee, twelf. Goverment
suet raw these lapeasene, es4 dm the Mutt poor ell go to wok adios specie

PlaPthlt

This we the remeise behind the *any besetlt-oriented merest the Gnat Society
amnia to try to rein wrk lime. These included emensent trebling progress for
leedenteged wars end meth. In 1%?. ARC recipients we dlowle bop art or any
area income Mae enyinduction from their gram *amusement incentive to wk.
Delia the MS Imp numbers apartment ebe we creme for the seriously unesplem&
mayor thee Mere recipiene.

Illoww, raiser& and experience hew not show the barren to be wyoutelontle.
blarney, joke ore bast a loirged kind sees vilely molloble. The shomeek if any are in

rural area not in the des where were is amantreal. The presence celery ambers ct
Rased ekes aortae in urban um is me elm ct the. The lose ct Medicaid cower is no
impmet Swam to welt, but weere Mee ism This is not to say the vork is say for
Mere mothers, ally the it is not notably sore Matt for they then for other singe mothers,

most at ibes neves vetting!

Perhaps for this ram none ct the beneflt-orisnied proems shamd such input on
wet lame Some at thee generme vorlirebile Lain for the earnings at recipients. but none
armed than to yak acre madly in the lobs ere* melees in the prime sector. In
pordater, mirk amides 44 not perceptibly raise =plasm levels in LIDO. ace 44 port
Gillet drop urban the incenttes we lorply anima in 19011

7 Mat Ireellelgomal. PP. 27!10-
*Lemma M. Mat bark end Dependency. Pert I: The Problem and Its C. paper

Mee foe the Teem Dependency Project at the Neon Institute, Somata 1906. pert III. and
The P01116611 fte Tort fatorameent A May or VIII: unpublished peer.

C Lemma IL Nest 'York end Dependency. Pal 0: PM Policy end Propane' caper
Man for the Veers Dependency Prefect of the !Mon Institute, Sweeter 1416, pp. 547.
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It hes became claw that gamut is *Alm to turners, than to the geoid inhibitions the
Iselers par Mu rem string Inuskiliel jots the kind most ancessible *them. Despite a
&sires wet they have 11fficaliy mustering the meek committed tort Wort summery to

ourcoe pourty. Way tog that. vku Test is theiratie, the responsibility he achieving it
MMUS IMO1211161kt thick nut tuft :job, reap ON art end so on. Others *eves
tabu' dubs le Mks tookilled jobs that pay less then the norm lbw the meow The first
attitude seams son *orient tor veffire ashen, the second he %midi*, meals

from this persectlet the problem at% put filial programs we that they we
panalegve. ?Wad not Surly require the depentlent to tut in return far benefits. bpecially,
mc bet not isrioudy required Watt recipients to work. The York incentive (VIII) program we

esieblished in 1967 to try to place employable recipient in writ or seining. bat it bu suffered

from MOW authority. Mothers vie preschool children en minded, though they creeds the
balk ot athilt recipient. This coly about a thin ot ABC adults run hue to nubile atilt VII.
And of them only about a third Masi° do anything active to retain their golfers grants. The rest

an excused inforuilly by the sett way due to limited alm. And ewe tor those eho
aerticipam. the requirement is %trolly only lo tackler lark. not actually tort 11

The perticipation cs es an etpecielly inpatient. became virs performance depends
mainly on the then of employable recipients it obligates to perticipate actively. The higher

the proportion. the higher the share of clients ado enter jobs. Compared to lace puticipation. the

constraints posed by the client' be skills or the United jots /nibble see such lees important u

The 1961 reforms in AIM van. in pert designed to counter these problem. Same could not

twins sore stringent writ requirement and they mid Mipes mothers vial children at
wing as 3. Since then, most same have implemented net wren auk program at some kind.

the progress covet as yet. only a smell part of the safer* ameba and emit of yell*, Maria
comes rotate deciding vhich of the net stipulations should be mandated for the nation.

The than Publitted ot the net options wee Noreen.' or a nostrums that employable
clines `aork ofr their vents in government jobs. Ike since the new minas involve many

other strategies at yell. I use "wrests' to over all mandatory activithes aimed is increasing

client independence, including *imam seining, and prime-sector job search at rail se public
automat.

it Meat 'Work end Dependency. Pert 1." Pert IV.

11 Wed. 11010011mat du 16.
la Lawton M. Memt 'Potential for York faftecesent" one Tspectations and Venn

Yak: VII in idev York Stem: Epfirf, vol. It no. 2 Minter 1901 pp. 224-52..
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Snore ems anonym We ben evelmel by Or eueser Demonstration Rama
Corporation Gina TN Neat suggest dot !Wire employment an raise the awnings at
preemie Wee hoes they work /tae they leave the program. It am nem their
th g e m e m e y . The dike we greaten for the stout Ilitehanaged recipients, esectly those e vent

mos le seethe This ec000mile pins en merged, impale for nee propose Mans out et

Is vie the impose sterner third Veining progress.

Thew Deportee eerily beams they ahoy that it is not redone to pane wafers. To

requite vat it on nomads pin tor both the nicipieeand prernment in most muse.
esses en Worms la spading for MEW:rake sod support service apathy Child art
but myth et the cost is recouped fee seep in welfare es Wetland recipients enter iota.13

On the other hest there b no precut the written ell name vitro rolls by large
increments in the oboe ran. Nor ell it abeam ec000mic *petty in the nose et relent

weep boom for recipients. No r mining pogrom an Nora= the seriout elide in
oducelos end book skills diet we loog-tere dependent Wm bee. While mei:fere an rise

ammingt it thee this mealy blaming clients to vat oars heart in the rollaway Jobs
they an eke* pt. It Soot not such epee their eges.14

The ecenonie effects ot writer. say be km important then abet I all its ideal Ware

The amperes* have reel participation in 'work effort simply. The share of employable

recipients porticipeing gaiety hes typically been about het, west oboe the mud TIN level,

end la the bee-run programs (es. sea Diego 54 Tut Virginia) it is considesibly oboe the 13

Nigher participation is ementiel to the moose payoffs et vortfue but It Is *la ea balls
/melt To bele the recipients in 11441D440111 activity wad be weer intrinsically, and

will sot the OW public cancans oboe effort Pen if there were no moo& pins.

The caber laportent political twit is that the participants tbssudos support ths as's

promos. Large atioritiet accept ths Mosso or the sort ropirsount and feel positively about

their irk eparience. Requital Jobs Mee impress net ddle but neither ere they lake-
volt' The main resermsion surface 'song those 'boo sesignsant it Just to Nods off their

is
on

M. Charon. Stillaillegottle 01" Tcirk: VairDosoortration Passe r& Corporeire. 1 pp. 14- 1. Metoteing With Tarr
OW Tort: liemover Demonstration Resserth Ccepontion..Demsber lea), pp. ID -75.

14 Wet lbSsoial for Tort Inforcement pp. Mt Laurel thee and Orley Athenfilter,
The Wet at Direct job Creation end !reining Programs on Torten: in Sheldon N.
Dooley obi pold 11. %Wet sdr. Dallutham.D
tasarlip, Mos.: Ileread Qaive May Pee 1916), p.141.

IS Cam Igalgt§mbs, pp. 10-11, and Vilhosing biros: p.16.
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grantethey vottd enter regular jobs.16 Activists who speak for recipients molly opwee work
requiressals is priacdpie. The perticipests do not. few feel they are being Tater to work, and

politically the is iseporent. If it we otherwise, one could not imagine aandatIng requirements

es Mosel policy.

Three things rout the new pewees should be stressed, in ell ce which they ramble VIM.

Mg though refers' work In Public Jobe is eland. most Otte programs have sephaseed
placement in priveledector jobs instead. The rooms ars that it is chewer and that private jobs

ere generally availeble. job constraint hes seerpd only in rural erns, at leas at the
perticipaHon Weis currendy achieved.17

Second, the impacts cede mynas ere compereble regardless tithe strew chosen. Some

ping ems emphasise Sueedime job placement, with or without a public jam component, and some

emphasise training. but the outcome is such the sae impertent but Hailed 110000111k gent

coupled with higher perticicetion.l e fly inisrpretetke is that obliged= is Mat sees the

programs tick. It is seeentiel the "as activity be MfUlIVII of recipients. It is such less
critical What that activity Is. seerch, trebling. end 'ductile) as WI at immediate wk in
government Ott an promote employmentproridrof lisp ars asftaatory. 19

Third, seceding to 11DRC. most BMW here not isplemented weer, Nrith a punitive

ineint.'n %Mee sham* fear the the purposed work requirements is only to eat the rolls or
deur the needy ties swift essitence. That metes( hs taw the intention. offacidlY in the
pee and in Cease Anises's* see funded promise the cover waft single Len. Mein MC
wears sin YIN, the main goal is to enforce a work requirement vithia Whirs not inseed
it it. It is to retie functioning levels maces the dependent arm if they resin dependent.
Metes: to save money and mime dependency ere isporiont also. but secondery.

Vorldlre he so for ben implemented only in some localities, and molly only for new

applicants Its MC. That wild happen if it we instituted for the wire ceeelesd? The is the

sea question existing nudes do not answer. In all probability, the impact, would look worse in

sow mass than they do for the experimental programs. Adults Weedy receiving welfare,

especiely the long -tees ceet, we usually lass eaployable than those who have just Mad for it

16 Guam. yarkhoging, pp. 13-14. and "storming Vetere p. 17-111.

it Gum Worming Vetere p. 29. Vert Virginia is the only state studied by 11DRC the
has hed to rely minivan government jobs for verb:fere.

le Goren, istorming Welfsev, pp. 26.21.

19 The mix of wieder preferred by a proves is not significantly related to VII
serfomence. See Meet ltspectations and Venire York; p. 244, and 'Potential for York
hearosseent, p. 9.

le Owen. lisibUtilTat, P. 13.
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so the eamoak galas of -ranches route be mar, ant wind sake sore support Bernal to
realise. Mann paricipadon nese voted probably be low. But because the fill casket vet
involved, the aggregate West on the venire protasis wad dm be greater.

On arrant 'Mama. I Milne it is feasible to inpatient amines York requirement for
Meat bait the esployable recipiena, sod to do this should be the god. Such policy could at leen

make yartair *0 activity, rather then inactivity, the norm on wifely. And over time, this
wad do much to rake tong-tees dependency.

DA11013d TO UMW

Despite the palatal drorkfore, a suocand reform may elute us because ct the political
mistakes the nylon is prone a in social polkysalcing. There is e very reel Mager that, through

partiseaship or oversaning, is viii expect from widen 'het it cannot achieve sal fail a
saes "bat it an.

brlamdilit

larthre does not affect the principle that 'elfin is available to the needy. let purpose is to
ohmage the thwart*, at ateistenoe. But both let and right ere tempted to we it to choose the

*Mot dvita is done for the poor, the treat:Iona bate dpmu ron contention. Soso liberals
Oh es if, thrash rotten reform. they could revive the overblown veers state of thetas l9701,
prior to the lagen cuts. Sous amarvetivee talk es if rotors add get rid at "Care es is know
it, or at leer devolve it to lower awls d government. Specific illusions Include:

the "tries: try. Meng plans for vceichre tend to esphmin nt a child are sal
training beastly Unrest to the exclusion d work obligal=. It is true, es nouri *cm that
Waning we as Job pleasant an raise York levels. Government an umfully provide
training or etkrallon to elientr who, thrash enhanad skills, an get better-peying lobe. The

test obligation image mothers an have is to graduate from high school. A seining strategy is

duo miner rah recipients, es it comes to their lever hopes.

Out for most redraws the gains from training are small. There is little raped at

equipping most diem for letter' ate. The danger is that reining became a outaitute for volt
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STATEMENT OF ROBERT REISCHAUER, BROOKINGS INSTITU-
TION, WASHINGTON, DC, TESTIFYING ON EXPANSION OF THE
EARNED INCOME TAX CREDIT

Dr. REISCHAUER. Thank you, Mr. Chairman.
I have prepared a statement which I will submit for the record,

and I will summarize that statement this morning.
This nation is on the verge of launching an ambitious program to

make welfare recipients more self-sufficient, to substitute work for
welfare. For this effort to be more than marginally successful, wel-
fare recipients are going to have to perceive that it is in their best
interests to participate.

Under the current system, this is often not the case. The reason
for this is not that welfare benefits are too generous. As you well
know, they are not. Rather, the major reason is that most welfare
recipients can expect to earn very little from entering the labor
force.

Over half of AFDC mothers don't have a high school diploma,
and close to a third of them have no previous work experience.
With little education and few skills, most recipients are relegated
to low-wage jobs that offer few fringe benegts. These are jobs that
don't pay enough to lift the family out of poverty.

A second reason why the earning prospects of welfare recipients
are limited is that many find it difficult to work full-time through-
out the year and still fulfill their family responsibilities. Over half
of AFDC parents have two or more children to care for, and three-
fifths of them have children who are under six yet.-.; old.

With respect to work, welfare mothers face the same difficulties
as other mothers. While a great deal of attention is focused on the
rising labor force participation rate of women with small children,
less attention has been paid to the fact that many of these women
limit the number of hours that they work. Two-thirds of married
women with children under six worked at some time during 1984;
however, only one in four worked full-time throughout the year.
The rest either worked part-time or worked part-year.

Unemployment is a third reason why the earnings prospects of
AFDC recipients may be limited. Low-wage jobs employing low-
skilled people tend to be relatively insecure even in one best of eco-
nomic times.

Well, what can be done to give welfare recipients more of a fi-
nancial incentive to work? The answer to this question I think lies
in action on three fronts:

First, the overall economy needs to be strengthened to bring
down the unemployment rate. As long as almost 7 percent of the
labor force is unemployed and 14 percent of the women without
high school diplomas are looking for work, welfare mothers are
going to have a difficult time competing for the jobs that are avail-
able.

Second, we need to do all that we can to reduce the barriers that
face AFDC mothers who are considering entering the labor force.
This implies doing more to help welfare mothers with their child-
care problem's, and ensuring that they do not lose their health in-
surance when they enter the labor force.
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The third front on which action is needed to increase work incen-
tives is wage policy. We need to raise the earning potential of wel-
fare mothers, to ensure that those who work are significantly
better off than those who remain dependent. The ideal way to do
this is to raise their productivity through increased education,
training, and work experience. However, such policies take time
and have proven difficult to do well.

While awaiting the, results of these types of programs, more
direct steps can be taken to boost the earning potential of these
workers. One way to do this is through an expansion of the exist-
ing Earned Income Tsx Credit. This credit acts like an earnings
supplement for very low-income families with children. Because it
is refundable, it can represent a strong inducement to get a low-
wage, part-time job.

For example, an AFDC mother who takes a $4-an-hour job will
receive from the EITC, as it was expanded in the 1986 Act, a bonus
of 56 cents per hour for every hour she works up to about 1500
hours, which is about three-quarter time. However, as currently
structured, the assistance provided by the Errc is smaller relative
to the income needs of large families than it is for small families.
This is the case because the credit does not vary by family size, al-
though the amount needed to keep a family out of poverty does in-
crease with the number of people in the family. Thus, a single
mother with one child who earns just enough to reach the poverty
threshold will get an EITC credit of $869 in 1988, but a mother of
four children who earns just enough to reach the poverty level for
a family of four will receive less than half that amount. For larger
families, and by that I mean families of four or more persons, the
EITC doesn't even offset the Social Security Tax that the worker
with poverty-level earnings will have to pay.

If the MC were modified to provide larger credits for families
with greater needs, these inequities would be reduced, and the wel-
fare-dependent population would have a stronger incentive to enter
the labor force. A. number of the groups who have been studying
the welfare system have recommended such a policy.

One straightforward method of adjusting the EITC by family size
would be to increase the credit rate according to the number of de-
pendent children who are in the family. In my prepared statement
I have described the plan that would increase the credit by 4 per-
centage points for each child. This modification would add about
$250 per child to the maximum credit, and it would ensure that the
EITC would offset the Social Security Taxes that the vast majority
of poor families with children were required to pay. It would also
increase the likelihood that a welfare mother with several children
could earn enough from a wage, supplemented by the EITC, to
leave the welfare system altogether.

In an efficient market economy such as ours, workers are paid
according to their productivity, not according to the number of
mouths they must feed. For those with positive tax liabilities, we
rely on the personal-exemption provision of the Tax Code to ensure
that families have moTe disposable income if they are large than if
they are small. In 1988 the personal exemption will be worth about
$292 per child for a family that pays a positive income tax. By ad-
justing the EITC by family size, this same principle can be ex-
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tended to working parents who do not earn enough to have a posi-
tive federal income tax liability.

Thank you.
Senator MOYNIHAN. Thank you, Dr. Reischauer.
Dr. Lerman?
[Dr. Reischauer's written prepared testimony follows:]
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Testimony of

Robert D. Reischauer*

The Brookings Institution

before the

Subcommittee on Social Security and Family Policy

of the

Committee on Finance

U.S. Senate

February 23, 1987

During the past few years, a good deal of effort has been directed

at making welfare recipients more self-sufficient. Work-welfare

initiatives have proliferated; experimental or full-scale programs

havebeen started in 39 states. Some of these programs offer modest job

readiness and job search assistance while others are providing

comprehensive education and training approaches, supplemented by

supportive services such as day care and transportation assistance.

It is still too early to judge wsether or not these efforts will

markedly increase the number of welfare recipient~ yio are able to work

their way off of the welfare rolls, However, our expectations for

these programs should be modest, decease, in many cases, welfare

recipients have little financial incentive to strive for independence.

*The views expressed in this testimony are those of the author and should

not be attributed to the trustees, officers, or other staff embers of the

Brookings Institution.
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This lack of incentive does not arise because welfare benefits are

so sumptuous. They are not. In no state does the combination of AFDC

and food stamps support a family at or above poverty level; in the

average state, these programs provide assistance for a family of three

that amounts to less than three-quarters of the poverty threshold.

Moreover, the adequacy of these benefits has eroded over the past

decade. Between 1976 and 1986, the real value of AFDC and fo,d stamp

benefits to a family of three with no other income fell by 18 percent

in the average state.

Instead, the major reason for the lack of incentive is the low

level of income that most AFDC recipients can expect to earn from the

jobs that are available to them. Over nalf of AFDC mothers do not have

a high school diploma, close to one-third have no previous work

experience, and the vast majority of those who have held a job worked

in relatively unskilled occupations. With little education, few

and not much in the way of work experience, most recipients can

only t secuPe low-wage jobs that offer few fringe benefits --

in other words, jobs that do not pay enough to lift a family out of

poverty.

The experience of poorly-educated women who are currently working

bears this out. In 1985, over half of the working women who lacked

high school diplomas held jobs that, on a :ull-time, full-year basis,

did not pay enough to support the median-size a7DC family of three
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above th poverty threshold. The earnings prospects for AFDC

recipients are likely to be ever tleaker than those of current workers

because AFDC mothers have less in the way of experience end skills than

the average current worker and, therefore, can not command as high a

wage.

Low wages is not the only reason bib- the earnings prospects for

welfare recipients are limited. Many may find it difficult to work

full-time throughout the year and still fulfill their family

responsibilit,Ps. Over half of AFDC parents have two or more children

to care for; in three-fifths of tne families the youngest child is a

pre-schooler (under six). The neignuorhoods in which many AFDC

recipients live lack community facilities that provide constructive

outlets for children; some are sufficiently dangerous environment! so

that a responsible parent may be reluctant to leave her children

unsupervised after school. Day care, summer camp, after-school music

lessons, the Girl and Boy Scouts, and other activities that middle-

class families with ,corking mothers rely on to substitute for parental

care are often not available options for the low-income, single,

working parent.

The fact that many AFDC mothers may not be able to work full-time

throughout tt year is not peculiar to this group. While a great deal

of attention has been focused on e rising labor force participation

rates of women with small children, less attention has been paid tc the
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fact that many of these women limit the number of hours that they

work. Two-thirds of married women with children under six worked at

dome time during 1984. However, a distinct minority of such women --

fewer than one in four -- worked full-time throughout the year. Some

27 percent worked fewer than 40 weeks during the year and 24 percent

held part-time jobs. In total, close to two-thirds of working married

women with small children did not work full-time throughout the year.

Unemployment is a third reason why the earnings prospects for AFDC

recipients may be limited. Low-wage jobs employing unskilled labor

tend to be relatively insecure even in the best of economic times.

Many such jobs are in small firms which do not have the financial

resources to withstand downturns in demand. '.ayoffs, therefore, are

more frequent. In addition, in some low-wage jobs the workers face the

choice of quitting or being fired if they must miss work for more than

a few days. These jobs often do not offer paid sick leave or

vacations. Once unemployed, the poorly-educated, unskilled worker s

likely to have a difficult time finding a new job and may, therefore,

remain unemployed for a long period of time. Women who have not

completed high school experience three to ''our times as much

unemployment as those who have attended college. The bottom line is

that the welfare recipie,t who does find a job will be more likely than

the average worker to experience some unemployment during the year.
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If the nation expects the work-welfare initiatives to

significantly increase self-sufficiency among welfare recipients, more

must be done to ensure that there exist strong financial incentives to

work. Those who work must be clearly better off than those who remain

dependent. This will require action on three fronts.

First, the overal? economy needs to be strengthened. As lon3 as

almost 7 percent of the labor force is unemployed and 14 percent of

women without high school diplomas are looking for work, welfare

mothers are going to have a difficult time competing for the jobs that

are available. Much would be gained if the overall unemployment rate

could be reduced. This would tighten up the low-skill labor market,

making it easier for AFDC mothers to find and keep jobs. A tighter

labor market would also push up the wages for low-skill jobs.

In a nation that has had a difficult time maintaining both high

employment and low inflation, it is unlikely that we can rely on a

healthy economy alone to provide strong financial incentives for

welfare recipients to strive for self-sufficiency. A second way to

strengthen these incentives is to reduce the barriers that AFDC mothers

face when they consider entering the labor for-e. On impediment is

the loss of the health insurance coverage that welfare recipients are

provided through the Medicaid program. Many jobs available to an AFDC

mother do not provide group health insurance. For example, in 1984

three-quarters of the women working in the service sector were not
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covered by an employer- or union-provided group health plan. Of women

who worked full-time in jobs that paid less than $10,000 per 57

percent lacked job-related health ins t ance; 87 percent of women who

worked part-time in such jobs did not have group health coverage.,

While those who lose their AFDC benefits because their earnings rise

are covered by Medicaid for nine months, some may need more time to

establish themselves in the labor force and find adequate and

affordable health insurance.

Child care is a second impediment that can limit the participation

of welfare mothers in the labor force, Several statas have initiated

work-welfare prograits which have empaasized the provision of child

care, but more will have to be done if there is to be a substantial

increase in employment of welfare mothers. At the federal level,

middle- and upper-class working mothers receive benefits through the

tax code's child and dependent care credit. However, low-income

working mothers have not received much help from this provision because

few can afford paid child care and because the credit is limited and

non-refundable, In 1983, less than one percent of the tax credit's

benefits went to families with incomes below $10,000.

Under the provisions of the Tax Reform Act of 1986, families with

incomes below roughly 110 percent of the poverty threshold will not be

eligible for this tax credit because they will have no tax liabilities

and the credit is not refundable. If the fraction of eligible child
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care expenditures were raised from 30 to 50 percent for those in the

lowest income bracket and the credit were made refundable, AFDC mothers

contemplating work could be helped with their child care expenses in a

simple and non-intrusive way,

The third front on which action is needed to increase the work

incentives for welfare recipients is wage policy. In high-benefit

states, the earnings from a low-wage Job may not be much more than the

assistance that is offered by welfare. Few of these jobs are likely to

keep a family from being poor. The earnings from a full-time, full-

year minimum wage job are not enough to keep a mother with one child

out of poverty. A mothe. .4ith three children woo: P.ave to earn more

than $5.25 per hour to keep ht- family .rum being poor.

The ideal way to increase the earnings potential of AFDC mothers

is to raise their productivity through increased education, training

and work experience. Some of the state work-welfare initiatives take

this approach. However, such policies take time, have proven difficult

to do well, and often are not reali.stic for adults wto are not highly

motivated.

While e4si, ng the results of educat.on and training programs,

mor. direct steps can be taken to boost the earnings of these workers.

One option is an hourly wage subsidy like that which Robert I. Lerman
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of Brandeis University has proposed,
1

Another is an expansion of the

existing Earned Income Tax Credit (EITC). There are two advantages of

relying on the EITC: first, it does not require the creation of a new

and complex program structure; second, it offers a practical method of

adjusting the earnings of low-income work-s to reflect differences in

family financial responsibilities.

When Jifications of the Tax Reform Act of 1986 are fully

implemented in 1988, the EITC will provide families with dependent

children a 14 percent credit on their earnings up to $6,210.2 (See

pages A-2 to A-11 for a description of the current EITC.) The maximum

credit of $869 will be reduced by $0.10 for every dollar of income the

family has over $9,780. Thus, families will receive a credit until

their incomes exceed $18,470. If the credit is larger than the

family's tax liability, the excess will be refunded to the taxpayer.

In effect, the EITC is an earnings supplement for very low-income

families with children because such families do not have tax

liabilities under the Tax Reform Act of 1986 and, therefore, will

receive their EITC as a refund. It will be a strong inducement to

1

Robert I. Lerman, "Separating income Support from Income
Supplementation", The Journal: The Institute for Socioeconomic
Studies, Volume X, No. 3, ALtumn 1985

2
All of the figures for 1988 are estimates based on assumed rates of
inflation.
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those holding low -gage, part-time jobs, just the kind of jobs that many

AFDC mothers may find most readily available. For example, an AFDC

motner who takes a $4.00 per "our job will receive from the EITC an

extra $0.56 per hour for each hour that she works u; to 1552 hours a

year; this is roughly three-quarters time.

However, as currew..ly structured, the assistance provided by the

EITC is smaller relative to the income needs of large families than it

is for small famries. This is the case because the credit does not

vary by family sit. ,.. the amount needed to keep a family out of

poverty rises as family size increases. Thus, a single mother with one

child who earns just enough to reach the poverty threshold will get an

EITC credit of $869 in 1988, while a mother of four who earns just

enough to 'ring her family's income up to the poverty line will get a

credit of less than half that amount. For larger families kith

poverty-level earnings, the EITC does not even offset tne social

security taxes the worker must pay (see pages A-4 to A-7).

If the EITC were modified to provide larger credits for families

with greater needs, these inequities would be reductd, tne tax system

would be more effective at reducing poverty a4ong tae working

population, and the welfare dependent population would have a stronger

incIntive to enter the labor force. A number of the study commissions

and task forces which have examined the shortcomings of the current
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welfare system have supported a family site adjustment to the EITC

(see page A-1).

One straightforward method of adjusting the EITC by family site

would be to increase tne credit rate according to the number of

dependent children in the family. The cur -ent rate of 14 percent could

be maintained for families with one child, and four percentage points

could be added for each additional child. Thus, a family with two

children would receive a credit of la percent; a family with 3 children

a credit of 22 percent; and a family of four or more children a credit

of 26 percent (see pages A-12 to A-21 for a description of this

alternative).

This modification world add roughly $250 per child to the maximum

credit that a family could receive. It would ensure that, for

virtually all, the EITC would offset the social scurity taxes that

poor families with children were required to pay. It would also

substantially increase the liKelinocd that = 1.elfare mother with

several children could earn enough from a wage,, supplemented by the

EITC, to leave the welfare system.

In an efficient market economy such as ours, aorKers are paid

according to their productivity, not according to the numbers of mouths

they must feed. For those with positive tax liabilities, we rely on

the personal exemption provision in the tax code to ensure that large
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families have more disposable income than small families with equal

pre-tax incomes. In 1988, this exemption will be worth 1[92.50 per

child for most families. A family with two children will pay $292.50

less in federal taxes and, tbeeefwe, have that much more income to
.-

spend on food, clot.bing, and other necessities than the family who

earns the same income but has only one child, By adjusting the EITC by

family size, this same principal can be extended to working parents who

do not earn enough to owe federal income taxes.

Such a reform would help the millions of working poor in the

nation. It would also provide a greater incentive for welfare

recipients to work. When combined with strong economic growth and

a reduction in the employment barriers facing welfare recipients, an

enhrnced EITC could help to ensure that the nation's effort to

substitute work for welfare succeeds.
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A-1

RECENT SUPPORT FOR VARYING THE EITC BY FAMILY SIZE

",e also recomwend tnat the EITC be amended to increase credits for
larger numbers of children."

"One Child in Four," The American
Publ.: Welfare Associat'on, 1986.

"We should go beyond the assistance provided to the working poor in
the Tax Reform Act of 1956. We should provide further tax relief to the
working poor by varying the Earned Income Tax Credit by family size and
by assuring that -.he ratio of the tax threshold to median family income
be at least kept constant over time."

"Ladders Out Of Poverty," The Project
on the Welfare of Families, 1986.
(Bruce Babbitt and Arthur Fleming,
Co-chairs)

"We also propose that the EITC vary by family size. Under the new
tax law, the maximum credit a family can claim is raised to $800 by 1988
and would be phased out for workers earnings between $9,000 and $17,000.
While this is an important step, it does not respond adequately to the
needs of working poor families, especially large families.

Varying the EITC by family size would approximate a children's
allowance for low-income families. Every industrialized coantry except
the United States recognizes the importance of children through some
sort of universal child allowance. Using the Earned income Tax Credit
to increased the earned income available to working-poor and near-poor
families will bolster the efforts by parents to support their children
through work."

"A New Social Contract," Task Force on
Poverty and Welfare, State of New
York, 1986. (Submitted to Governor
Mario M. Cuomo)

"Tne EITC could be modified by introducing a "per child" factor.
For example, if an eligibl- family has three children, the amount of
income on which they could earn the credit would increase accordingly."

"The Family: Preserving Lzerica's
Future," White House Working Group
on the Family, 1986.
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A-2

EITC UNDER THE TAX REFORM ACT OF 1986

1) Credit of 14 percent of earnings up to $6,210.a

2) Maximum credit of $869 for those with earnings of $6,210 to $9,7S0
and total income not exceeding $9,780.

3) Reduction of credit by $1 for every $10 of total income over
$9,780. No credit for those with incomes over $13. 0.

4) Credit refundable for those whose credit exceeds their income tax
liability,

5) Available only to those with earned income and a dependent child.

a
All figures are estimates for 1988.
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Current Law

EITC, SOCIAL SECURITY TAXES, AND NET INCOME OF FAMILIES
WITH EARNINGS AT THE POVERTY THRESHOLD, BY FAMILY SIZE

(Estimated 1938)

(A) SINGLE PARENT

(1) (3) (5)
Poverty Social Net Income

Dependent Threshold (2) Security (4) as a % of
Children Income EITC Tax Net Income Poverty Threshold

1

2

3

4

7,895

9,360

11,998

14,202

869.00

869.00

647.20

426,80

592.91

702.94

901.05

1,066.57

8,171.09

9,526.06

11,744,15

13,562.23

103.5

101.8

97.9

95.5

(1) 1985 poverty threshold income increased by the actual percentage increase in the CPI
from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(4) (1) + (2) - (3)

(5) (4)/(1)
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(B) HARRIED COUPLE

(1) (3) (5)

Poverty Social Net Income
Dependent Thresnold (2) Security (4) as a % of
Children Income EITC Tax Net Income Poverty Threshold

1 9,360 869.00 702.94 9,526.06 101.8

2 11,998 647.20 901.05 11,744.15 97.9

3 14,202 426.80 1,066.57 13,562.23 95.5

4 16,045 242.50 1,204.98 15,082.52 94.0

(1) 1985 poverty threshold income increased by the actual percentage increase in the CPI
from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(4) (1) 4. (2) (3)

(5) (4)/(1)

251
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Current Law

EITC, SOCIAL. SECURITY TAXES, AND NET INCOME OF FAAILIES
WITH EARNINGS AT 125 PERCENT OF THE POVERTY THRESHOLD, BY FAMILY SIZE

(Estimated 1988)

(A) SINGLE PARENT

(1)

125% (3) (4) (6)
Poverty Social Federal Net Income

Dependent Threshold (2) Security Income (5) as a % of
Children Income EITC Tax Tax lie. Income Poverty Threshold

1 9,869 860.10 741.16 235.35 9.752.59 123.5

2 11,700 677.00 878.67 217.50 11,280.83 120.5

3 14,998 347.20 1,126.35 419.70 13,799.15 115.0

4 17,753 71.70 1,333.25 540.45 15,951.00 112.3

(1) 1.25 times the 1985 poverty threshold income increased by the actual percentage increase in
the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3: Social Security Tax of ,.51 percer' for 1988.

(5) (1) + (2) (3) (4)

(6) (4)/Poverty Threshold
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(8) HARRIED COUPLE

(1)

1255 (3) (4) (6)

Poverty Social Federal Net Income

Dependent Threshold (2) Security Income (5) as a % of

Children Innome F.ITC Tax Tax Net Income Poverty Threshold

1 11,700 677.00 878.67 127.50 11,370.83 121.5

2 14,998 347.20 1,126.35 329.70 13,889.15 115.8

3 17,753 71.70 1,333.25 450.45 16,041.00 '12.9

II 20,056 0 1,506.21 503.40 18,046.39 112.5

(1) 1.25 times the 1;85 poverty threshold income increased by the actual percentage increase in
the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(5) (1) (2) - (3) - (4)

(A) (4)/Poverty Theshold
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A-12

FAMILY SIZE-ADJUSTED EITC

1) Variab4e percentage credit for earnings up to $6.210.a
14 percent for 1 dependent child
18 percent for 2 dependent children
22 percent for 3 Cependent children
26 percent for 4 dependent children

2) For those with earnings between $6,210 and $9,780 and total income
not exceeding $9,780, a maximum credit of:

$869 fo- families with 1 dependent child
$1,118 or families with 2 dependent children
$1,366 for families with 3 dependent children
$1,615 for families with 4 dependent children

3) Reduction of credit by $1 for every $10 of total income over
$9,780. Credit would be totally phased out at incomes of:

$18,470 for families with 1 dependent child
$20,960 for families with 2 dependent children
$23,440 for faL" ies with 3 dependent children
$25,930 for families with 4 dependent children

4) Credit refundable for those whose credit exceeds their income taA
liability.

5) Available only to those with earned income a"d a dependent child.

a
All figures are estimates for 1988.
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FAMILY SIZE-ADJUSTED EITC, SOCUL SECURITY TAXCS, AND NET INCOME OF FAMILIES
WITH EARNINGS AT THE POVERTY THRESHOLD, BY FAMILY SIZE

(Es: sated 1988)

(A) SINGLE PARENT

(1) (3) (5)
Poverty Social Net Income

Dependent '..xeshold (2) Security (4) Ja a % or
Children Income EITC Tax Net Income Poverty Threshold

103 5I 7,895 869,00 59').91 8,171.09

2 9,360 1,117.80 702.94 9,774.86

3 11,998 1,144.40 90' 05 12,241.30

4 14,202 1,173.40 1,066.57 14,308.83

10r.1

102.0

100.7

(1) 1985 poverty threshold income increased by the actual percentage increase In the CPI
from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Ystimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(4) (1) * (2) (3)

(5) (4)/(1)
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(U) MARRIED COUPLE

(1) (3) (5)

Poverty Social Net Income
Dependent Threshold (2) Security (4) as a S of
Children Income EITC Tax Net Income Poverty Threshold

1 9,360 869.00 702.94 9,526.06 101.8

2 11,998 896.00 901.05 . 11,992.95 100.0

3 14,202 924.00 1,066.57 14,059.43 99.0

4 16,045 988.10 1,204.98 15,828.12 98.6

(1) 085 poverty threshold income increased by the actual percentage increase in the CPI
from 1985 to 1986 and by 3.5 percent for boto 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(4) (1) + (2) (3)

(5) (4)/(1)
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FAMILY SIZEADJUSTED EITC versus SOCIAL SECURITY TAX
at the POVERTY LEVEL - Single Parent FomIllea

(EatImoted for 1988)
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FAMILY SIZE-ADJUSTED EITC versus SOCIAL SECURITY TAX
of the POVERTY LEVEL - Married Couple Families

(Estimated for 1988)
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FAMILY SIZEADJUSTED EIiC, SOCIAL SECURITY TAXES, AND NET INCOME OF FAMILIES
WITH EARNINGS AT 125 PERCENT OF THE POVERTY THRESHOLD, BY FAMILY SIZE

(Estimated 1988)

(A) SINGLE PARENT

(1)

1251 (3) (4) (6)
Poverty Social Federal Net Income

Dependent Threshold (2) Security Income (5) as a % of
Children Income EITC Tax Tax Net Income Poverty Threshold

1 9,869 860.10 741.16 235.35 9,752.59 123.5

2 11,700 925.80 878.67 217.50 11,529.6. 123.2

3 14,998 841.40 1,126.35 419.70 14,296.35 119.2

17,753 817.30 1,333.25 540.45 16,696.60 117.6

(1) 1.25 times the 1985 poverty threshold income increased by the actual percentage increase
In the CPI from 1985 to 1986 and by 3.5 -.rcent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988.

(3) Social Security Tax of 7.51 percent for 1988.

(5) (1) 4 (2) (3) (4)

(6) (4)/Poverty Threshold
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(II) MARRIED COUPLE

(1)

125% (3) (4) (6)

Poverty Social Federal Net Income

Dependent Threshold (2) Se riLy Incomr, (5) as a % of

Children Income EITC Tax Tax Net Income Poverty Threshold

1 11,700 677.00 878.67 127.50 11,370.83 121.5

2 14,998 596 ,0 1,126.35 329.70 14,137.95 117.8

3 17,'53 568.90 1,333.25 450.45 16,538.20 116.4

4 20,056 587.00 1,506.21 503.40 18,633.39 116.1

0) 1.25 times the 1985 poverty threshold income increased Dy the actual percentage increase
in the CPI from 1985 to 1986 and by 3.5 percent for both 1986 to 1987 and 1987 to 1988.

(2) Estimated effect for 1988e

(3) Social Security Tax of 7.51 percent for 1-38.

(5) (1) -+ (2) (3) (4)

(6) (4) /Poverty Theshold
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STATEMENT OF ROBERT LERMAN, PROFESSOR, CENTER FOR
HUMAN RESOURCES, HELLER SCHOOL, BRANDEIS UNIVERSI-
TY, WALTHAM, MA, TESTIFYIV, , iN WAGE SUBSIDY

Professor LERMAN. Thank you.
It is a real pleasure to be hers today, and especially to interact

with members of a committee that is very interested in these
issues.

I am especially pleased that Bob Reischauer has helped me sLort-
en my testimony. I would like to put this in the record.

Senator MOYNIHAN. It will be in the record.
Professor LERMAN Because he pointed out the importance of the

fact that even with success in encouraging women on welfare to
work, we have two problems, one of which Senator Moynihan men-
tioned the other night on the McNeil-Lehrer Report, that many
children are poor and don't touch the welfare system; and, sec-
ondly, that those welfare recipients that do go to workas I have
shown in a graph at the end of the testimonydon't reach the pov-
erty line even if they are able to work full-time, year-round at $4
an hour. If they have child care expenses, they can't get above pov-
erty even at $6 an hour. These are realistic wages that we can
expect people to have, and therefore we want to build a system in
which, realistically, people can be off welfare and above poverty.

Now, how do you do that? Well, in my view, I think you need a
bridge system which would operate in the short run until we have
all these successful education and training initiatives that really
raise greatly the earnings capacities of low-income family heads.

For the foreseeable future we know that that won't be the case;
there will be large numbers of families that will have to exist on
quite low wages. And what we want to do is have a system where
they don't have to resort to programs providing aid in the form of
charity. Many of our programs now do. We know that, when they
do, a lot of people don't even take up the benefits in participation
in food stampsby two parent families it is quite low, even among
people who are income-eligible.

So, what we need is a bridge system outside of welfare, main-
stream kinds of programs, that provide a way for people who are
earning realistic wages to bring their families above poverty.

Now, what is that system? I have developed me set of compo-
nents, other people can de -'clop others. I am go, ng to mention
mine. But one principle I want to mention in developing this bridge
system is that we don't try to rely on any one component to do ev-
erything, that we try to utilize small changer, incremental changes,
that together amount to a major change, that together greatly
reduce the exit points from welfare, that together greatly increase
support for low-income families outside welfare.

Well, the five components I recommend are these:
First, is a child-support assurance program, something like the

Wisconsin model that I believe the committee has heard about.
States would insure that custodial parents receive at least some
minimum amount from non-custodial parents. Otherwise, t1.-.,
states would have to pay the custodial parent a basic amount, say
$90 a month per child.
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What I think you need to do in developing this program is, again,
not try to do everything with it. You should say that if states col-
lect what 50 percent of fathers can realistically pay, the state li-
ability is zero. You want to set that insured benefit low enough so
that, if they collect what 80 to 90 percent of fathers realistically
would pay, the benefit would be zero. Then it is clear that if the
date does Lot collect it, it shouldn't be the fault of the custodial
parent, usually the ,other. So that is why I would like to have
that benefit small.

The second component would be to replace the current personal
exemptions, of about $2000 coming in 1988, with a child tax credit,
a refundable tax credit. This would provide my way of varying ben-
efits by family size. I would like to see one of about $600 per year,
which is about 150 per month per child.

The third winponent would be a wage-rate subsidy, which I do
prefer over the Earned Income Tax Credit, which would pay half
the difference between some target wagelet us say $7 an hour
and a family head's actual wage. Let us say the family head's best
wage is $4 an hour. Well, that family head would get half the dif-
ference between $7 and $4. Half the difference would be $1.50, and
that would be a very substantial increase in their earned income. I
don't think you can do it through the Earned Income Credit, but
maybe we can. We will see.

The fourth componentall these three components together, just
these three limited components. the child support assurance, the
tax credit, the small one, and the wage-rat^ subsidywould greatly
lower the exit points from welfare. But as you know, that won't do
much good if you don't have something in the health area. Now,
for that, I propose the following:

That we ha, e states develop state insurance programs where
states first ask providers, like employers do, to bid, to otter them-
selves programs. States would choose from among these programs,
and if you were on welfare you would choose either an insurance
company's program or an HMO, something like an employer does.

Then with people who were out in the work force, or welfare re-
cipients that go out in the work force, they would be able to buy
into these programs at greatly reduced rates. I would finance this
by charging employers who do not provide health insurance now a
payroll tax, as a contribution to that system. This would be a more
viable system in the long run than just saying that for the first
year that you are outside welfare you get Medicaid. That doesn't do
anything or the second year; that doesn't do anything for all the
working people we know now who are uninsured.

And then, finally, with these four components we then have a
greatly reducedor a possibility a reduced welfare caseload. Once
that is done, then I think you have a much better chance to have
great success with these employment and training initiatives.

I will just close there. I'm sorry to go over.
[Professor Lerman's written testimony and a letter to Senator

Moynihan follows:]
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I. Chaim= and /embers of the Committee, addressing this committee

is a genii:mho= forme. I am grateful to have a chance to present my

idles for reshacirg our nation's income support system directly to the Senators

most reeponsible for dealing with antipoverty and wel'are policies. It is

a special privilege to interact with ChaineenVloynihan, whose wisdom and

knowledge of theme issues are :only sure:au:tee by his langstimding interest

in relieving and preventing poverty.

In my view, we now have an cpparthnity to build a new strategy for

belying the poor while reducing dependency on welfare =grams. The key to

the new appromdh is to develop a heicirm_gregel thr. can help low income

families (including mother-beaded families) live decently outside the welfee.e

system, even if they canna:. ea.n high wages. working families should not

have to resort to programs providing aid in the fora of charity; they should

not have to admit (to themselves or to others) that they receive benefits

to oceponsata for their inability to support their families. Urlortunately,

the current system's means-tested programsAFDC, food stamps, publiL

and medic-Idmake abundantly clear to recipients that their benefits tepend

almost entirely on their own inadequate earnings.

Although several current proposals move in the right directions, they

still rely too muds on welt,..:a programs and do little m7 nothing to help

poor families not on welfare. They encourage mothers to work, but fail to

maximize that working most of the year at available wages would leave most

mothers on welfare and below pc..erty. The proposals do not offer solutions

to the problems of inadequate health coverage for the current working poor

and for welfare recipients who stay off welfare for several years.

1
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COnsider a mother tryiig to move off AFDC and 1.'so the mainstream system

of work. Surcose the employment and training programs succeeded in helping

her Obtain a .lob for two-thirds of the year at $5 per hour. In most states,

even if the mother worked eteadily at this job, her family would still be on

welfare and have to live on an income that was well below the poverty line.1

If her job did not provide health insurance, She would either have to limit

her family's access to medical services or wand a .arge share of her income

on health insurance.

There is a better way. It is time to reorient the system away from

means - testing and toward mainstream alternat!ves to welfare. As others

have emphasized, we Should insist that low incase adults have the

respassibility to work and to support their children In return, we amid
males sure that parents who wutft and Obtain child support at realistic levels

can achieve a dement living stardarti for their families without resorting

to welfare programs. In building such a system, we must guard against

unrealistic expectations and the tendency to believe that any single p.ogram

can accomplish our main goals. You ham already heard proposals for child

support and employment initiatives. While these comments play some role

in the new strategy, they cannot carry the entire Led.

The best approach is to make several modest and incremental flanges

that tialther add up to a fludamartal shift away from welfare.

Talks the example of a nether with two children, working 110 t:Airs
per month at $5 whole in a state with a benefit level of $400 ter month.
After arse year, the mother can deduct from countable income only $75 as a
standard deduction and $160 per child for child care payments. Thus, her
camtable indomaiwould equal $387, ($550 in earnings, ,"us $72 as 5/Tc
payments, minus $75 and $160 in APOCCIsductions) which is less than the
$400 AFDC benefit.

2
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T propose a structure based on the following components:

1. A Child Support Assurance Program

2. AWage Rate SulQtdy Program for Family Heads

3. A Refundable Child Tax Credit

4. State Health 'murex= Programs to Replace and Supplement Medicaid

5. Entissawl Training for Those Remaining on Welfare

221LIatldialla_212;913111_52=1301te

1.0 221ejlidg_amrramegoriairzirap

Uhder the Child Support Assuranoe Program, states would insure that

custodial parents received at least same min mum amount from non-aartodial

parents. Otherwise, states would have to pay custodial parents a basic

amount, say $90 per month par child, less any payments oollectad tram the

absent permit. While this program resembles AFDC, especially now that states

have expt.-rmied child support collections, there are important differemcs.

Mothers heeding families would be able to retain their entire payment even

if they earned other income. (Those earning beyond $15,000 would have to

pay tax On the payments.) Perhaps as important, these mothers and the aeneral

public valid cleanly see that the benefits were the result of nonpaying

tat_ass and weak state administration rather than the family's poverty and

inability or taw/Min:pees to uurk. States would only have to collect $20-

$25 par week to avoid spending an this program.

You have already heard about Wisconsin's effort to operate a child support

Assunnas System (GAS). While I annlaud this initiative, I believe the

Wisconsin assured benefit has been set too high relative to the amounts

3
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that the state should be expecte' to -Algot from absent fathers.2 If the

GAS is to represent something distinct from welfare, than the assured benefit

provided by states should be no higher than what 80-90 percent of fathers

mad realistimillypay. Meaning that states should be able to claim 20-

25 percent of earnings of absent fathers, the assured benefit should probably

be set no higher than $100 per month per child.

2.0 22m2strlablictadjUCreat

The second component of the bridge syst_Iwould be a refundable child

tax credit sat at $600 per year per child. lbe credit would replace the $2,000

persersal execution for children effective in 1988 and would thus involve

only minimal net rumen= costs This incremental change in the tax code

toad sefectiwly target benefits an low inoctse families fairly and without

stigma or serious incentive affects. Avoiding such "horror stories" as

hairincicxedits going to a few wealthy families a7:14 be easily accceplished

by disallodircrthe credits Zar those who itemize deductions. For those

still on AFDC, the creditslasild have zero net cost= since they would count

again c AFCC benefits an a enllAr, for dollar basis. The earned inclose tax

credit has already brolosn the precedent against making credits neurdable.

3.0 its ilacitlktiALSUbsit.i

The third =paw& %cull be a generous wage rate subsidy or an enriched

the Easned Income Tax Credit OEM,. I favor replacing the EITC with a

2 The Wisconsin CSAS provides for an assured benefit of $3000 per year
for the /fret Child. The guidelines to the judge specify that =custodial
fathers pay 17 percent of their moms for the first child. Given these
numbers, fathers won/dhow to earn $17,647 per year for the state to have
no liability. Thlo is about Mai media- earnings level for all mile workers.
Thus, a substantial share of absent fathers are likely to earn lass than
this Aant.

4
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wage rate subsidy tarp:int:Uri earners in families with children. Here is

how the subsidywouldwor.. Adults in families with children with the highest

earnings in the prior quarter would qualify fora subsidy payment for ea&

borAgthed. The payment would equal half the difference between $7 per

hour and the worker's wage. Consider a mother heading a family and working

at $4 per hour. She would receive a wage albeit, of $1.50 per hour (am-

half -I'. $7 minus $4), ',bus ircreasing her take -home wage by nearly 40 percent,

to $5.50. If she worked at a $5 per hour jab, her suba4dy would be $1 per

how and her take-home wage would be $6 per hour. The wage subsidy would

reward work substantielly for those with the lowest earnings capacities,

those whose best jab is a low wage jab. Workers would view the supplements

as apprepriate xacensation fur fer-il.y heads trying to make ends meet by

working long hours at unappealing jobs. The cost need not be excessive so

long as the program restricted eligibility to the primary earner (the person

earning the most during the prior six months) in familiar with children.

The wage rate subsidy has tAvantages over expanding the EXTC. with

the we subsidy, we can provide large work-related benefits without worrying

about extending goverment payments to middle inane families. A full-year

worker earning $4 per hour could receive $3000. were we to attempt to transfer
suds =runts through the EPIC, we would have to phase out the benefit at

high tax rates arm subsidies to middle inane earners.3 A second advantage

of the wage subsidy is that it insures that benefits go to those willing to

3 Suppose that the =IC paid a maximum of $3,000 to families with $8,000
in earnings. Then, we would have to phase out the subsidy at a 25 percent
tax rate to limit the benefit to families with imams of $20,000 ar less.
This would raissimag1441 tax *rtes over the $8,000 t.J $20,000 range to 40
percent. Lowering the phase Lao rate would extend EITC payments to families
4th incases above $20,000.

5
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.wont at lac wages. Er*C payments may go to moderate and high we workers
who do not weak steadily.

4.0a

The oombinatice of the refundable tax ores a, the wage rate subsidy, and

the child smart assurance program would minimize the role of AFDC and

food steeps. But the shift away from welfare programs might not work unless

we alter the method of financing medical care for the poor. It wand be no

great favor to keep mothers heading families off AFDC if the result :as to
eliadoste their ol lgihi ity for medical. insurance. Unfortunately, existing

proposals far extending medicaid during the first year after families leave

AFDC deal with problem only temprrarily and do not touch working poor families

160 stay New from AMC altogether.

I =pose a cogarebensive, but incremental approach of SUbsticuting

state medical bemuse= programs for medic..id As employers do nod, states

would chrome to finance health coverage through a variety of providers after

receiving bids free teen:woe companies and HMO's. LUe employees, welfare

recipients would choose from arcno those insurers or providers. As under

medicaid, states would pay the &I. premiums for these recipients. tkrerelfare

family heeds who lack health coverage through an employer ;maid be able tr,

buy into the program at highly subsidized rates. To finance the subsidies,

states could tax thous employers who do not currently provide health insurance.

This approach has the advantage of destigsatizing medical coverage and

providing far a smooth transition from ,selfare to work.

Fag airing contributions from arployers not offering group health insurance

mud be fair .. d efficient ccargared to alternative ways broaden ooverage.

For example, if the Tswana& nandated that all employers had to offer

6
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health immure to all workers, many small employers mould face a high

administrative herders in order to extend 03veragc mostly to secondary workers-

-youth and spcuses--moo already have coverage under the family head's policy.

By allowing employees to make payments into a ste fund, the govezreent

taxeld minimize the administrative burden and the dual coverage. At the

same time, the policy would have the appeal of fairness by requiring that
all eirop'oyms bear some of the burden of health coverage. It would Ciminate

the current inequity in which employers vex: already provide health insurance

for their ame employees mistimes have to pay higher insurance rates to
help surp:rc coverage for the uninsured.

5.0 jcb Search. Enolovisent aid Training for Remainingftlfaja eripimtz2

The ccabirsation of the child support assurer= program, the refundable

tax credit, the wage rate .ebsidy, and the state medical insurance programs

would minimizes the role of AFDC, food stamps, and medicaid. For a mother

and two children, the =drum credit and -hill sup x:rt assurance payments

would equal $300 per malt) These two amounts elm mild wie.1.. --seed .r
levels in 12-16 states. In the other states, eves a koderate amount of

earnings would move people off welfare. Mothers able to work half time at

the $4 per hour would be off welfare in most states and have a total inom
of over S756 er month.

With the bridge system in place, welfare caseloads will decline, perhaps

substantially, thereby :11.a.ceary the work and training programs to focus an

the grasp most in need of services. employment programs would not have

to impose any special targeting requirements in order to carentrate at
three i most need of services. Fterther, the program's ccula achieve success

in saving families off mai...tare even if it were snly able to help parents
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work ereedily at lr wogs bridge system would give =rent

recipient's, a realistic haps of leaving welfare and raising their incases

beyond the poverty level.

ZIANS1112111=foaseardiallnaiduraointe
Theme five program ors its -child support assurance, a small refundable

diild tax credit, a wags rata subsidy, state health insurance, earl employment

and trainingca"*. amemerd wide public aLyport because they rewind to

ccncenss over rising poverty without aguarrting wallahs programs associated

with deperden4 aid the oun-cleserving. As a total padcage, the changes

=du edge a dramatic aifferenos in the incomes, ireleparknoe, airs self-

respect of the poor aid in the way the public vises assistance programs.

Tkcier the new system, mothers healing families who work halftime or

more at realistic wages would kelp themselves off welfare, above the poverty

lint, and maintain their family's health insurance. Ira ire two-went
families would be able to raise their biomes substantially and gain health

coverage withait having to resort to food stamps or other welfare benefits.

The attached graphs illustrate how various families would fare under

the csarent aid proposed systems. MS figures focus at the total incases

at families at different levels of work effort, wage rates, and child =re

expenses. All ignore medicaid arl health insurance. Figures 1 and 2 assume

no child care expenses, while in r±gures 3 and 4, I assume welfare mothers

have to spend $2 per hour to pay chili cm= enenses.

Note in Figures 3. and 3 that time prcasseed system would permit even

mothers inaicirs; at $4 per hour to escape poverty Ulu* staying off welfare.

7rmier the prcposed system, mothers headirr families wild utak themselves

off welfare with only half-time wait at $4 ;ter hour. Working beyarel 10

8
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hours per week would begin to yield sizable incmases in total family income.

In contrast, sr& is often unpofitable under the current system. Note in

Figure 4 that even loathers able to earn $6 per ftur would see only marginal

increases in family income awl stead find themselves below the poverty line

after working all veer. full-Una.

low income rso-parent families would also gain substantially under the

prq:osed system. They mule' benefit tam the refundable tax credit, the

wage rats subsidy, and possibly the health insurers. .anent. Figure 5
comperes total. income of two-parent familia:. with two children under the

yr:passel ad =rent systems. In these ccuperisas, the family 'mad works

at a full-time, year-rcond job paying $4, $5, or $6 per hzur.4 Linder the

pecrised systes, even he who earn $4 per hair would be able to rove their

families at of poverty with full-time work. Today, such families fall 25

percent below the poverty line. If these low wage jobs did not provide

health insurance, the teraly would lack coverage for radical eicpenses unless

they paid a substantial share of their inxme for insurance. tinder the

proposed syscam, they would be able to buy lw cost health insurance.

Data aid Befits

141thozjh I do not yet have f. utes for the carts and the distriortion

of benefits, I should be able to provide the Comdttee with these figures

within two maths. Thanks to . grant frail the Ford Fosslaticn and their

Project as Social Welfare and the American Future, I am developing a detailed

analysis of the plan tamed cn new data frail the Survey of Income and Program

4 Since ally 20-25 percent of poor two-parent families claim food stamps,
the figure ammo zero imams frail food stance.

9
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?articipation. At this wont, I believe the net increase in Federal. and

State costs would not be substantial, since zany of the changes involve

substituting on =wow* far another or finding a relevant source of

financing.

COOCAZUEGLSX11111312

In oxclusicn, I want to register ni agreement with Senator sis..-pillan,

the Mite Muse, and Teeny of the nation's governors t'lat we have a significant

opportunity to we major changes in the systems of income supports.

A now ccrommus has emerged that mminsizes reduction rather than emoansion

of welfare, increases in the egaloyment of recipients, and strengthenirg the

enforcement of child support cbligatiorA.

I ea optimistic that y : committee can build on this new coneensue

and develop a Dors officio* ant more Immo system that reduces poverty

while promoting irslepsexience. You con forgc a new aocial policy fOr families.

Mt to do so in a way that causes poverty and welfare dependency to decline

sighifiantly, I believe we nesei a bridge system far the foreseeable furire.

If the Co ass, through the Committee's lesdership, can legislate .:Ase

raw approaches, I believe you will gain the support and gratitude of welfare

recipients, the =welfare poor, and even the taxpayers of this country.

10
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FIGURE 2

Income Gains from Work: New and Current
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FIGUPE 3
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FIGURE 4

Income Gains from Work: New and Current
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FIGURE 5

Income from FullYear Work by Wage Rate
Under Proposed and Current System
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March 30, 1987

Senator Denied P. Moynihan
Chaboarat, Sub:mitt*, NI Social
Security and ?wily Polio's,

Senate Finns Comaittee
U.S. Congress
Dirkeen Senate Office Doilding
Maehirqtal, D.C. 20510-6200

Dear Senator Moynihan:

At the close of ay testimony before the Suboowit on Astatudy 23,
1957, you wind that I write a julment 'bolt that coulu ba pickel up in
revenue if w bear MAO= about child support ardonseent, India:Um
giving states standards that uvuld Ws to be mat. In respase to your
request, I have reviewed a numbs of studies that provide information relevant
to your question. I Wall surrevize theme briefly and offer r,
judgment about potential budgatuy savings tram child scport
collection.

.1 41- t r V h. . . 0.1 n

*hotel AFDC oollectione in 1985 reached $1.092 billion, well above the
$671 million collected in 1961. Over the wee period, the percent of MC
payments recoversd rose from 5.2 to 7.3. Serener, the roles of adainistariho
the progrue also istresed, from $526 million in 1961 to $814 in 1965. As
a result, over taarthirda of vita $421 million incrust in col Actions tr.:
offset by increased adminheormtive carts. Of the other third, sae of the
money ilent to AFDC recipients bemuse of the Cemorsionally man:kWpolicy
of dieregerdirg the first $50 in swat payments and the remaining woe*
went to states. eta 196145 bowies in collections did not yield any tuiget
saving' to the Federal govermnt, both because of the dia.:egad policy and
roue of the fact that states gain a hici her Wane of collections than
they pay in adainietrative costs. only in a fed . Mee did the Federal
goverment achieve savings tbroxio the IV-A program.

Given the recent pest, wit can draw the following occlusion abort
immortal improvements through Title IV-A agencies.

1. Increwee in coLlectime are likely to continue but total collections
will probably scant to len than 10 percent of payments.

2. Administrative coats are likely to oortinue to rise, perhaps more slowly
than in the past.

3. No significant saving. are Wady to acme to the Federal government.
Indeed, it would be an improvement if the Federal goverment Moms from
the Title 1V-A program stayed the sew or fall aliphtly.
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Senator MOYNZHAN. Senator Rockefeller, why don't you begin
with any question for the panel?

Senator ROCKEFICLULE. B. I'll come off the wall.
What would an increase in the minimum wage do about any of

this, either positively or negatively?
Professor LERMAN. Who do you ask?
Senator RocKZFELIXR. Whomever.
Dr. REISCHAUER. The minimum wage, as you know, hasn't been

changed since January 1981.
Senator RocitEssuza. I know. It is proposed to be increased.
Dr. REISCHAUER. An increse in the minimum wage would certain-

ly help a lot of low-income workers in America, there is no ques-
tion about that. But it is a relatively blu..c instrument for dealing
with poverty in American, because roughly four out of five of the
people paid at or below the minimum wage do not live in a poor
family. So, wages are raised for a much larger group than the
wo

A
rkmg poor.

rise m the minimum wage also would have some marginal in-
flationary impact, and that might have the effect of pushing some
people below the po... rty line. So, there is an ambiguity with re-
spect to what the overall effect would be on the number of people
in poverty.

That is not to say that there aren't a number of good reasons to
raise the minimum wage, reasons that deal with the distribution of
earnings in the United Statea.

Senator Rociunituza. There may be ambiguity, but in terms of
the three of you and in terms of the problem we are discussing this
morning, would it help or hurt?

Professor MEAD. I think it would help, but it isn't the central
problem. The way I would put it is, there are some problems with
low earnings for low-skilled people, there is no questions about it,
and the proposals we have heard from my colleagues I think have
addressed those to some extent.

But with the exception of health insurance, the lack of Medicaid
if e leaves welfare, there is not very good evidence that these low

,3 factors are the result of low work effort. The main work
reason for dependency and poverty is the low numbers of hours
worked or simply nonparticipation in the labor force.

Now, that has no obvious connection to low pay. One might
argue that if people were well-paid they would work more hours
rather than less. The fact is that welfare people, even employable,
at least the long-term cases, seem to work at much lower levels
than other low-skilled people.

Now, my explanation for that is primarily the lack of authority
in welfare, and that is why it seems to me we need definite partici-
pation obligations to overcome that. That has a much stronger
effect on participation than raising the wage rate, because this
group, for whatever reason, is not very responsive to economic in-
centives.

So, efforts to improve the wage package, including health insur-
ance or other benefits, 3 important for people who are already
working. But our problem is to get them workinc' at all, to .get out
of the house, to participate act,5vely. It is ge ing participation,
where I think public authority is more important than incentives.
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Now, the one place where you clearly do need new benefits is in
the area of health insurance. That is a clear deterrent for mothers
going to work, and that we have to address. But the other things I
am not so clear about. I don't think they are the central problem
for non-work; rather, I think the low wages cause inequality
amongst those who are already working. But they don't explain
poverty and dependency on the whole. Those are due, rather, to
low work hours and to non-work, and for that we need a different
explanation, and I think it is largely the lack of clear-cut participa-
tion requirements in welfare.

Senator RocKEFELLER You mentioned San Diego and West Vir-
ginia, and I come back to the quer Ion of jobs and the training for
those, and if the jobs don't exist.

I suppose your could theorize that, if you train people and if
there is a way to actually lift people's skills to the point where
they could get jobs were there jobs available, that that would be
good.

Now, there are two ways of looking at that. One is that if there
aren't jobs available in a West Virginia, that you deem everything
not to work. Or you could say that, through something old-fash-
ioned like a job bank or cross-state cooperation, people would get
trained and they would simply have to go somewhere else, which,
then, West Virginia wculti either be deemed to be a failure on its
part to produce jobs, or you could be deemed to be proper because
people were finding work somewhere, which is better than not
naving work anywhere.

Can you respond to that?
Professor MEAD. Well, as I said, the evidence is that jobs are

available in most areas of the country, most urban areas. at cur-
rent work levels among poor people. If you look at what determines
job entries in a program like WINand I have done studies of ex-
actly thisthe main determinant is the share of recipients who are
obligated to participate actively. That is much more important
than the labor market constraints.

Now, that is true particularly in urban areas; it is less true in
rural areas. In rural areas there are, in some places, clear-cut
limits on the numbers of jobs. But even in these areas, the share of
clients obligated is more important than the job market in explain-
ing whether WIN can put people in jobs.

I think West Virginia is really atypical, and we shouldn't look to
that as an example.

Now, training has a benefit in helping people to go to work, but
the main way it has that benefit is increasing the hours that they
work in the jobs they can already get. Training has a limited effect
on the wage, a much greater effect on earnings. So, its main effect,
in my interpretation, is in fact to motivate people. So that is why I
think training can play a role in :: work program, but it must be
mandatorythat is, you must have clear-cut mandatory participa-
tion in that as in other work activities. If you do, then you get
more work out, which is the goal.

So, we shouldn't think of training primarily as raising skills, al-
though it does that to some extent; we should think of it, rather, as
energizing people to get out and do something. And when they do,
the jobs are there, in most cases. The jobs that are mostly available
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are low-skilled, and it isn't necessary to have training to take most
of them.

Senator ROCKEFELLER. All right. Now, you talked about the in-
trinisic value in your testimony of the training, and I understand
that. But if the work isn't there in that areaand rural people
tend to want to stay closer to homethen at some point it's intrin-
sic value, but it is not work.

Professor Mzan. Yes. Well, in rural areas it may be necessary, as
it has been in West Virginia, to create jobs.

Senator Rociunizuza. Well, that is what I am trying to get at.
Sure.

Professor MEAD. I would be in favor of that. But what we
shouldn't do is make that our national strategy. I think this is,
again, what I would term "a new-deal agenda' creeping into this
issue, which I think is inappropriate. There is a fear that I have
that we will make public jobs our main avenue for work through a
national program. That isn't necessary in most areas, but it may be
necessary in West Virginia.

So we have to have a program that simultaneously stresses pri-
vate-sector jobs, which are the real jobs available for most people,
which do not require advanced skills in most cases; but at the same
time, while stressing that, we have to have a provision for public
job creation in areas where jobs are really lacking, like West Vir-
ginia. Both of those things are true.

Senator ROCKEFELLER. Mr. Chairman, at the time that we started
the Community Work Experience Program in 1981 in West Virgin-
ia, shortly after that our unemployment rate was at 21 percent,
and was at 21 percent in fact for parts of 1982 and 1983. I don't
think during the Depression it got much over 25 on a national
basis

Do you know or could you supply the Chairman's subcommittee
with figures on, when in rural areas where jobs are not easy to
come by, and not just in West Virginia but in C- ntral Appalachia
as a whole and other places, for people, when they do get basic
skills of intrinsic value, to the extent that they can get jobs, to
what extent do they have to go elsewhere to find them?

And I am not making a moral judgmentthat may be the higher
moral judgment that they have to go elsewhere, so long as they do,
as opposed to either subsidizing public jobs in that state, on the one
hand, or on the other hand going to Texas, which they used to do,
or other places to find work. Both have value for the family, for
the person, because it is work that pays. One has less value for the
state, because you have invested then lost the person; but that may
be a lower moral dimension tiian the person getting work some-
where.

Do you have figures as to the rural areas?
Professor MEAD. I don't know that myself. I do know studies

which talk of migration in the country and the effect of people
moving toward where they think jobs are available. It would be my
expectation that people moving from rural areas could find at least
low-wage jobs in urban areas today, at the margin.

Now, if they all moved there, and if people on welfare all decided
to work consistently all at once, you might find a lack of jobs even
in urban areas. But at the momentand I do have a study of WIN



that talks about this directlythe job constraint in urban areas
looks to be unimportant in whether people go to work.

Dr. RESCHUER. I would like to just raise a word of opposition or
disagreement with Larry. I think he minimizls the problems of
finding jobs in this country. Welt Virginia might be perceived as
an anomaly when compared to only the East Coast in 1987. But we
have Louisiana, Alabama, Mississippi, Texas, the Pacific North-
-west, lots of areas of this country right now where finding a job as
a skilled person or an unskilled person is a very difficult thing.
Several years ago it was Michigan, Ohio, the Rust Belt. These
things go up and down.

To look at the experience of the WIN programand I don't dis-
agree with his analysis, but we are looking at a small number of
people who are running through that programand saying, under
these kinds of conditions what is important, that is very different
from saying we are going to consider putting work obligations on a
million welfare recipients. You are just orders of magnitude differ-
ent in that case, and I would be skeptical.

Professor MEAD. I just don't want to overemphasize my disagree-
ment with Bob. I would agree with him that there are two impor-
tant limits to what I am saying. One is that, though jobs are avail-
able in urban areas where most of the caseload is, they may not be
available in rural areas. I agree with that. In fact, that is a finding
in my own most recent study.

The other thing I agree about is that the jobs are available at the
marginthat is, at current work levels. If indeed we had hugely
large increase in the number of welfare recipients seeking work,
we might find a problem, more broadly. I agree with that.

But since jobs are apparently available at the margin in the
urban areas, at present, I think we should start requiring work and
see how far we get. That is why I think phased implementation
stressing higher participation should be the focus of the implemen-
tation process, and let's see what happens. I don't know what is
going to happen down the road; we may find, with higher participa-
tion levels, that we start to see a constraint. Then you should
create jobs. But let us not start off creating jobs in large numbers
in urban areas, when in fact jobs are available at present.

Senator MOYNIHAN. All right. We got that.
Senator ROCKEFELLER. Thank you, Mr. Chairman.
Senator MOYNIHAN. Senator Bradley?
Senator BRADLEY. Thank you very much, Mr. Chairman.
One question of each of you. If any of you disagree with what the

other has said, please volunteer your disagreement.
Mr. Mead, you said that simply to offer new benefits, whether it

be child support, child care, work and training benefits or what-
ever, if they are voluntary you think that that isn't productive.
You implied, therefore, that there should be an obligation. My
question to you is: Are you saying that, in order to receive benefits,
one must agree to work in a certain job for a certain period of
time? Have you detailed that?

Professor MEAD. Yes, basically that is correct. I think there is an
important place for services in an effective work program, but vol-
untary employment programs that did not involve a clear-cut par-
ticipation-of-work requirement, such as CETA, did not achieve
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higher work levels among the dependent; they achieved other im-
provements to their earnings, perhaps, in terms of higher wages,
but they didn't raise the share of the dependent who were trying to
work, and that is what we are mainly interested in here.

So, I think you can have services, but they must themselves be
mandatory, as a work obligation would be. They must be a form of
work, in other words. And it is the two togetherthe providing of
some service in training and job placement, and other assistance, it
is that plus the recipient's obligation to participatethat I think
moves us forward. If you just have the obligation with no services,
or if you have the services without obligation, you won't achieve
what you want.

Senator BRADLEY. Are there degrees of difficulty with the various
levels of welfare populations?

Professor MEAD. Oh, yes. That is why I think it is appropriate for
some people to say, "Rather than go to work immediately, you
should enter a job-readiness program of some sort."

Senator BRADLEY. I can't hear you.
Professor MF.An. I am sorry. Rather than say to everyone, "You

should go to work immediately," we should have some forms of job-
readiness training or other training for people who are less job-
ready. I accept that. But for them, that is the job; that is their obli-
gation to participate in that. And if you put them under the obliga-
tion, then in fact a significant share of those people will in fact go
to work.

So, the important motivating, energizing force is the obligation.
Senator BRADLEY. Thank you.
Dr. Reischauer, you implied that medical care is a problem area.

Would you be supportive of extending the eligibility for Medicaid
to someone who has exceeded the poverty level by a certain dollar
amrunt? Or would you be in favor of extending the eligibility for
Medicaid for a certain period of time after that person is over the
poverty threshhold? Or both?

Dr. REISCHAUER. Right now we have a provision in the law which
allows for an extension of Medicaid coverage for AFDC recipients
who work their way off of welfare, so to speak. Their Medicaid is
extended for a number of months. And the question is whether
that should be amended.

Senator BRADLEY. It is four?
Dr. REISCHAUER. It is nine, now. And states have an option on

that.
Senator MOYNIHAN. It is nine, yes, for those who become ineligi-

ble due to the loss of their earned income disregard.
Senator BRADLEY. And the state option is?
Dr. REISCHAUER. They 'an extend that for six more, beyond that.
You are in e very difficult problem here, because Medicaid is a

relatively comprehensive health insurance system that, while it
doesn't provide you access to any doctor you might want, turns out
to be relatively generous compared to the insurance that is offered
by most employers that offer health insurance, such as the health
insurance I have. There are no co-payments, there are no deducti-
bles. And the question is, how do ou mesh this relatively generous
public system with the kinds of insurance that low-wage workers
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are receiving, if they are receiving any at all? It is a very, very dif-
ficult problem.

You could have people buy into Medicaid, conceivably, for a
period of time. Have those who have poverty-level earnings pay a
monthly premium charge to be a part of this 3ystem, but a premi-
um charge that wouldn't cover the entire costs of the system.

I have a paper which I will be glad to send you which lists sever-
al alternatives along these lines.

Senator BRADLEY. Yes, I would very much like to see that.
Dr. REISCHAUER. But I don't think it is something where you can

just say if these people lack coverage; we should extend the cover-
age,. because you have to filink how it is going to mesh with the
insurance that the rest of society has, and is there going to be re-
sentment where these two types meet.

Senator BRADLEY. Right. Well, if you have a paper, I would like
to see it, and I am sure the Chairman would.

Chairman MOYNIHAN. We would like to have it.
[The paper follows:1
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Welfare Reform and
the Working poor

Robert D. Reischauer

/n his February 1986 State of the Union Address,
President Reagan called for a thorough review of
the current welfare system and the development of

a strategy to reduce dependency. This call, together
with growing public concern over high rates of child
poverty, the plight of the homeless, the emergence of
an underclass, and teenage pregnancy, has put welfare
reform back on the nation's agenda.

As groups both inside and outside government have
reviewed the current welfare system with an eye to-
wards reform, they have consistently concluded that
existing programs do not do enough to encourage wel-
fare recipients to become self - sufficient. The policy
response to this has been a renewed interest in efforts
to enhance the employability of welfare recipients,
reduce the bamers that keep some recipients from
employment, and inizease the motivation of recipients
to look for jobs. More than three-quarters of the states
have begun to test a ariety of work-welfare programs
that offer such activities as basic skills classes, job.
related training, work experience, job search assis-
tance, day care services, transportation subsidies,
supported work, wage subsidies, and public sector
workfare positions.

The author would like to thank Robert Greenstein, Sar
Levuan, and Isabel Sawhill for their comments and Rob
Krebs for ;us research assistance in the preparation of
this paper.

Policy discussions concerning these efforts to move
welfare recipients h., i the workforce have focused
almost exclusively on the world of welfare and on
questions like: What treatments should be offered?
Which recipients should participate? and, What work
requirements should be imposed? Little attention has
been given to the work environment into which the
program participants will move; that is, to the world of
the low-wage, low-skilled workforce. This is unfortu-
nate, because the circumstances facing low-income
workers may significantly influence the effectiveness
of vork-welfare

One reason why the circumstances facing the low -
income workforce are Important for welfare reform
and work-welfare initiatives is that they hnut the assis-
tance that can be offered to those receiving welfare.
This constraint arises from the widely-shared belief
that those who work and conform to society's expecta-
tions should be better off than those who depend on
public assistance. Many would feel it was unfair if
welfare recipients were offered benefits, education
and training options, job opportunities, and supportive
services that were significantly more generous than
those available to the low -income working population.
Resentment could grow and a political backlash might
develop against welfare programs. In addition, per-
verse incentives could be created. Low-income work-
ers might be drawn to welfare so ae to avail themselves
of the greater opportunities provided to those on pub-
lic assistance.
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A second reason why the circumstances facing low-
income workers are important for welfare reform and
work-welfare ii-utiatives is that, for most recipients,
these circumstances represent the realistic alternative
to the dependent life. While public policy should strive
to place welfare recipients in jobs that pay an adequate
wage, most recipients will find their employment op-
portunities limited to low-wage jobs of the son cur-
rently held by those with little education and few skills.
If welfare recipients are to strive for self-sufficiency,
they must regard the life style afforded by thesejobs as
an attractive alternative to public assistance. When the
jobs they can get do not have such appeal. programs
that try to move people off of welfare must rely on
regulation and sanctions. Such approaches have never
proven very successful.

This paper examines the circumstances facing the
low-income working population. It documents how,
for many of those who possess few marketable skills, a
lie of work may not offer much more in the way of
material comfort than a life of dependency. To the
extent that this is the case, policies must be adopted to
improve the lot of low-income workers before signifi-
cant welfare benefit improvements can be considered
and before work-welfare initiatives can be expected to
succeed on a wide scale.

The next section provides some basic information
about the working poor and near-poor. how many
Mere are today and how their ranks have changed over
the past decade. It also reviews the various reasons
why some of those who work find themselves with
inadequate incomes. The third section compares the
hie of the working poor and the life of the welfare
recipient with respect to two important dimensions of
government policy, taxes and health insurance. The
final section of this paper describes some of the poli-

cies that could Improve the circumstances of the low-
income working population. These policies should be
an integral part of any effort to reform the welfare
system.

The Low-Income Working Population:
How Big? Who? Why?

Many families and unrelated individuals in America
work, yet are poor or have incomes that are uncom-
fortably close to the poverty threshold. In 1985. there
were some 3.6 million families who were poor even
though the household head worked at some time dur-
ing the year I (See Table I) Six percent of all families
and one-half of all poor families were members of the
working poor. In addition, there were about 2.5 million
unrelated individuals who worked but were poor.
Roughly two out of every five poor unrelated individu-
als worked at some time during 1985. The ranks of the
working near-poor, those who were not poor but had
incomes that were below 125 percent of the poverty
threshold, were made up of 1.6 million families and 0.8
million unrelated individuals

The vast majority some 84 percentof working
poor families contained children. Slightly over one-
third of working poor families (37 percent) were fe-
male-headed. Seventy-three percent were white and
23 percent were black.

While the size of the working poor population has
declined slightly from the 1983 peak that was associat-
ed with the 1981-2 recession, this population has
grown substantially during the past decade. The num-
ber of working poor families was roughly one-third
greater in 1985 than it was a decade earlier and the
number of working poor unrelated individuals was 40
percent larger.

Table 1:
Poor and Near-Poor' Working Families and Individuals, 1975 to 1985
(Numbers in Thousands).
YEAR FAMILIES

Poor Near-Poor
UNRELATED INDIVIDUALS
Poor Near-Poor

1985 3,630 1,555 2,510 837
1984 3,574 1,663 2,577 835
1983 3.768 1,716 2,688 754
1980 3,073 1,548 2,221 842
1975 2,745 1,544 1,793 611
a Above ',many but beta 125 want of poverty

Source U S Bureau ea Me Consua Current Population Reports. Cnarapansocs of the Poputabon Bliow the Poverty Let V; Sines P-60, Number
.54, 152. 147,123, and 106 and UnOubeebed dal&
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There are a number of different reasons why some
families and individuals who work find themselves
poor. For some, to particular the one-third of working
poor families who worked full-time throughout the
year, the problem is one of low wages relative to the
size of their family. A significant fraction of all jobs do
not pay a wage that, even on a full -time basis. is suffi-
cient to support a family above the poverty threshold.
For example, in 1985 almost one out of every three
jobs did not pay enough to keep a family of four with
no other source of income out of poverty.' (See Table
2)

Several recent studies suggest that the proportion of
jobs in the Amencan economy that pay enough to
support a family adequately has declined in recent
years. One of these studies found that the fraction of
household heads who did not earn enough to keep a
family of four out of poverty increased from 19.7 per-
cent in 1979 to 26.1 percent in 1984.' Another study
estimated that over one-half of the net Increase in
employment that occurred between 1979 and 1984
could be attributed to jobs that paid less than $7,012
(1984 dollars) per year. This disproportionate growth
of jobs paying inadequate wages has had a particularly
pronounced effect on the employment prospects of
those with little education.'

Vanous measures of average wages also suggest
that the pay provided by many jobs has detenorated in
recent years. For example, average real hourly earn-
ings in the private, non-agncultural economy are some
6 percent below the peak level which they reached in
1971 and average real weekly earnings for production
and non-supervisory workers are 14 percent below the
levels reached in the early 1970's.

The minimum wage, which represents the floor un-
der the enure wage structure, has declined in real value

as well Fixed in nominal terms at S3 35 an hour since
January 1981. it has lost over one-quarter of its pur-
chasing power to inflation. Currently. a single woman
with one child working full-time. full-year at this wage
can not cam enough to lift her family of two out of
poverty.' The income of a rant, of four whose bread-
winner worked at a minimum wage job would be only
62 percent of the poverty threshold.

For other working poor, the problem is not pnmanly
one of low wages. but rather of working at a part-time
job rather than a full-time job While t .e American
economy has generated a trementlau, number or lobs
over the past decade. an nicreas mg proportion arejobs
that offer only part-time emplo! ment. In 1985. one out
of six jobs in the economy was part-time ' While many
workers voluntanly choose pan -time employment be-
cause of the flexibility such jobs offer, others have no
options and find such jobs to be a cause of poverty In
1984. 29 percent of the household heads in working
poor families and 45 percent of poor, working unrelat-
ed individuals held part -time jobs: one out of ten poor
working families had a head who worked throughout
the year at a pan -time job

Faintly responsibilities. poor health. or a shortage of
full -tune jobs rule out full-time work for many. For
women who are raising children, the first of these
factors is especially important. While two-thirds of all
mothers with children under age 18 worked in 1984,
one-third of these working women did not work full -
time. The situation facing single mothers, who do not
have a husband's Income or help with child care, is
particularly difficult. Some 44 percent of poor single
mothers who worked were employed in part-u me jobs

Some who work and yet find themselves poor have
inadequate incomes because they do not work
throughout the year In 1984. roughly two-thirds of

Table 2:
Percent of Jobs Paying Wages that Were Insufficient to Support
Families of Various Sizes Above Poverty Throsholda, 1985.

Pay Basis 2
Family Size

3 4 5

Hourly 11 1% 25.9% 42.6% 54.5%

Non-hourly 73 10.0 16.6 24.6

Total 9.5 192 31 6 41 9

Source Essences horn ets Match 1905 CUttert P000011000 Survey Bawl on a ccenpesson of the oove y thresholds wt s 2080 Smes the hourly 1.400
its and 52 sines the we. wage 00 dos. wt.* Vs not paid by Cie 110(0 TrIll 030(011011$ WOU00 be somewnst Inner d aclentments win 01/100 00( 0.II

lest Met some Sourly pita sts not Ulm*
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working poor family heads and 55 percent of such
unrelated individuals did not work the entire year be-
cause they experienced some unemployment. Muca of
this unemployment results from the instability or sea-
sonality that is characteristic of many low-wage jobs.
The remaining one-third of the working poor did not
participate in the labor force for the full year because
they had health problems, entered retirement, went to
school, or were needed at home. The difficulty of
balancing work, school schedules and child care
makes the last of these reasons an important explana
Lion why many working women with children work for
only part of the year.

The receding information indicates that there is a
large and growing population of families and individu-
als who are trying to make it in the world of work, but
who are not meeting with great success. Low wages,
temporary unemployment, a shortage of fulliime jobs
or the presence of responsibilities that preclude work-
ing full-time throughout the year leave this population
with inadequate incomes. The problems faced by this
population deserve, in their own nght, to be addressed
by public policy. Moreover, they must be confronted if
we hope to motivate welfare recipients to increase
their work effort and thereby become more self. suffi-
cient.

Government Policies and the Working Poor
Most government programs that are directed at 'he

low-income population assist the working and non-
working poor without distinction. Housing assistance
programs, nutrition programs, education assistance,
and job training efforts differentiate on the basis of

Income, not the ongin of that income However, the
same can not be said for the tax system or for health
policies In recent years. both have tended to plve the
working poor at a disadvantage.

All low-income Amencans. regardless of the source
of their income, pay sc - taxes Sales and excise
taxes, which depend on a family's level and pattern of
expenditures as well as its state of residence, hit the
working poor and welfare recipients alike.' This is not
true for income or payroll taxes. Transfer payments.
such as welfare. are not subject to such levies. while
earned income is In recent years, this distinction has
become increasingly Important as the income thresh-
olds above which families of different sizes must pay
income taxes have fallen and as payroll tax rates.
which are applied to all earnings up to a maximum.
have risen.

In 1948. a family of four cold earn up to $12,170
(1986 dollars), or 10 percent more than the poverty
threshold, before It owed any federal income tax By
1986, this tax threshold had declined to about $9.570.
or 14 percent below the poverty threshold.' Because
the values of the personal exemption, the zero bracket
amount, and the Earned Income Tax Credit (EITC)
have not been Increased as fast as inflation, the tax
burden on a working family with poverty level earn-
ings has risen substantially over the past decade" In
1975, such a family received a refundable credit or
payment through the EITC equal to 4.55 percent of its
Income; by 1986 that same family was required to pay
income taxes equal to 3.26 percent of its income.
(See Table 3) The Tax Reform Act of 1986, which is
discussed in the next section, will reduce these bur-
dens significantly starting in 1987.

Table 3: Average Tax Rate for a Four Person Family
with Poverty Level income from Earnings
Year Poverty

Level
Average Tax

Rate
Year Poverty

Level
Average lax

Rate

1948 $2,459 0.0 1980 $ 8.416 -0.66
1955 2.735 0 45 1981 9,289 1.89
1960 3.025 2.13 1982 9.859 2.89
1965 3.223 0.97 1983 10,176 3.13
1970 3,966 1.94 1984 10.609 3 43
1975 5,497 -4.55 1985 10,988 3.37
1978 6,663 .2.01 1986 11,213' 3.26
1979 7.414 -4.33 'estimate

Sane Eugene Stiuvi. and PaulMason 'Thor Tosnon OP.:a and Lowe,. Income ftnurs in Jack A 140yr (WW1. Ladders Out of Peron). A
Room of tno Pfoisef on the Wolfs,* of Famobis Miaow Monions Foundatn. Wainnocc 1466
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In recent years, state income taxes have also tended
to take a bigger and bigger b:'e out of the incomes of
the working poor. In 1950, few states imposed income
taxes on families with poverty level earnings This
situation changed during the 1%0s and 1970s as more
states imposed levies on income and as tax rates in-
creased, Between 1977 and 1983. the ferage state
personal income tax rate for a family with 510.000 of
income (1979 dollars) rose (re 1.54 to 198 percent "

The major tax burden on the working poor. of
course, is the payroll tax which P "ances the social
secunty and medicare programs. This burden has nsen
steadily in the post-war pcnod. In 1948 a tax of I
percent of earnings was levied on both employers and
employees; by 1970 this rate had nun to 4 8 percent:
by 1980, to 6.08 percent. and by 1986. to 7 15 percent
Thus. a family of four with poverty level earnings will
pay about $800 in payroll taxes for 1986.

In all, a family with earnings equal to the poverty
threshold pays roughly 12 percent of its earnings in
taxes which are not levied on the welfare recipient
This effectively reduces the difference between the
resources available to those who work and those who
are dependent on welfare.

Many of the working poor also have less protection
against health care expenditures than does the welfare
population Most non-aged Amencans obtain health
insurance for themselves and their families through
their jobs or the jobs of another family member But
many low-wagejobs provide little or no such coverage
and individually-purchased health insuran..e tends to
be very expensive In 1984. roughly three-quarters of
wage and salary workers who were poor worked in
jobs that did not offer group health insurance Seven-
ty-four perm,' of those who held jobs from which they
earned less than 510.000 dunng the year did not have
group health insurance through their place of employ-
ment.I2

Part-time jobs and jobs in small firms tend not to
offer employer or union provided group health insur-
ance. Such insurance is also frequently not provided in
certain industries and occupations (See Table 4) For
example. while 85 percent of men employed in execu-
tive or managenal occupations had jobrelated health
insurance. only one out of four women in service occu-
pations enjoyed such coverage

Even when health insurance is available. low-wage
employees often have to bear more of the cost of that

Table Ats Percent of Wags and Salary Workers Not Covered by
Employer or Union Provided Group Health Plan
By Selected Industries, Occupations and Earnings, 1984
A. InduStry/OccupatIon

All IndustnestOccupations
Industries
Agriculture, Forestry,

Male

33.2%

Female

48.3%

Fishery 75 1 76 3
Construction 47 0 51 6
Retailing 548 70 4
Personal Services 65 2 83 5
Entertainment,

Recreation 65 1 73.9
Occupations

Technical. Sales,
Admen. Support 27 6 46 4

Services 55 2 74 7

Male Female
B. Earnings Level FullTime Part-Time FullTime Part-Time

Under $10.000 659% 88.7% 57 4% 86.9%
310,00010 $20.000 24.2 53.2 20 1 48.5
Over $20,000 91 27 5 132 36.5

Stun:* 840WmpolthoC4nurs CurremPoloy4uonAoA0n1 CN,C.,enS5C3CAHOW00,0 onCPKIVISR*C11Inn;$04C1CONOWASP80.04.3
444 &VMS P60 No ISO NoNtoOr I96S
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coverage than do highwage workers Employers or
unions picked up the full tab for more than 40 percent
of the group policies covering full-time. full-year work-
ers earning over S25.000. however, they paid the full
cost for only one-quaner of the policies covering full-
time. full-year workers earning less than S10.000

The limited evidence available also suggests that
policies covering lowincome workers arc less ade-
quate than those covering the high-income work-
force." Deductibles and coinsurance rates arc proba-
bly higher, reimbursement standards lower. cata-
strophic coverage more limited, and dependent
coverage less prevalent Policy holders with less ade-
quate plans tend to have higher out-nf-pocket expendi-
tures.

In contrast to many of the working poor. welfare
recipients do have fairly adequate health ewe cover-
age This protection is provided through the Medicaid
program, which covers the full cost of hospitalizauon.
doctor's services and a range of other medical needs.
In over half of the states. Medicaid pays for eyeglass-
es. prescription dna% and dental care. While Medicaid
overage is fairly comprehensive, a patient's choice of
providers is severely ;Yoked because many doctors.
reacting to low Medicaid fee schedules, do not partici-
pate in the provam. Measured by expenditures, the
annual value of Medicaid protection for the typical
AFDC mother and her two children was about S1.700
in 1984."

Recent program expansions have extended Medic-
aid coverage to some, but not many, of the working
poor and nmr-poor. Cell tin pregnant women and
young children who meet their state's income and
resource limits for Aid to Families with Dependent
Children (AFDC) have been eligible for Medicaid
since October 1984 even if they do not meet the other
eligibility requirements for AFDC." States may
choose to extend Medicaid coverage to two-parent
families that meet the state's AFDC income and re-
source limits even in cases where one parent is em-
ployed and the state has no cash assistance program
for two-parent families with an onemployed breadwin-
ner.

In addition. thin; -five states offer Medicaid cover-
age to the "medically needy." To be classified as
"medically needy." a family with dependent children
must have an income that. after deducting medical
expenses, falls below 133.3 percent of the state's
AFDC payment standard. The family must also meet
the state's non-income eligibility requirements for re-
ceiving AFDC. These include not only restrictions an
family structure by; u'iS0 resource limits that exclude
families who have more than minimal assets." Few
low-income working families benefit from the "medi-
cally needy" coverage and those that do might have to
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spend several thousand dollars on medical cage and
sell most of their assets Therefore. for the vast major-
ity of the low -income working population. hiedica,c1
represents. at most, a very limited form of catastrophic
insurance, not something that helps to pay the day-in
and day-out costs of medical care.

Taking both taxes and medical care into accour .
the material standard of living available to many low-
wage working families may not be much better than
that afforded to families who depend on public assis-
tance. In the average state. a family of four with pover-
ty level earnings would have disposable resources that
arc less than 25 percent above those of a welfare ram-
ily, in a high-benefit state such as California. the work-
ing family could find itself 6 percent worse off than a
family on welfare."

Viewed from the perspective of the welfare reamr
ent. the self-sufficient life may not seem very appeal-
mg. In the average state, a welfare mother of two who
finds a joh earning just enough to cross the poverty
threshold (about $4.20 per hour in 1986) would see her
disposable resources rise by over 45 percent, a signifi-
cant increase over the level provided by a life of depen-
dency. However, of sne has to pick up the costs of
medical care for her family because her job provides
no health insurance, and has to spend S31 per week on
day care, this increase would drink to less than 10
percent.

In a high-benefit state such as California, her situa-
tion would be improved by less than 10 percent as a
result of working full-time. In effect, her net wage
would bc. less than $0.40 per hour. If she had to pay for
day are and medical care, her situation could actually
be worsened by taking a job.

But even these examples may overstate the realistic
alternatives facing many welfare recipie its because
the earnings prospects for the average welfare mother
arc generally quite limited. For one thing. full-time,
full-year work may not be realistic for someone trying
to raise several young children without help. For an-
other, a wage of $4.20 an hour may not be attainable.
Over half of all welfare mothers do not have high
school diplomas, close to one-third have no previous
work experience, mid the vast majority of those who
have held a job have worked at relatively unskilled
occupations. 's In 1915, over half of working women
who lacked a high school diploma held jobs that, on a
fall-time, full-year basis, did not pay enough to support
a family of three the median size of an AFDC farm
ilyabove the poverty threshold. Presumably, many
of the women who are currently working command
higher wages than the average welfare recipient can
can when she first leaves the welfare rolls

Of course, the attractiveness of the self-sufficient
life to the welfare recipient depends not only upon a
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comparison of the net income available from employ-
ment with that provided by welfare There are also
other satisfactions, benefits, aggravations and costs
associated with the two alternative ways of life. Work
can provide a sense of identity and a feeling of pride
that L.Anes from knowing one is self-sufficient. Wel-
fare may stigmatize an individual and foster feelings of
inadequacy and low self-esteem. Most jobs broaden
one's horizons and are a source of enjoyable personal
interactions and friendships. But employment also en-
tails extra costs for clothing, transportation and child
care. Time for housework, family and leisure activities
is lost. Anxieties and tensions may arise from unsatis-
factory child care arrangements or from a difficult job
environment. For the most part, these dimensions are
difficult to quantify. mtangible and subject to wide
variations across individuals and job situations.

Policies to Assist the Working Poor
Policies should be adopted to help the low-income

working populat.on both because this group deserves
assistance in its battle to remain self-sufficient and
because such policies are a prerequisite to any effort to
reform the welfare system. Macro-economic policy
must play an important role in this effort. As long as
the nation tolerates a rate of unemployment that is
close to 7 percent, the ranks of the working poor will
be large. In such an environment, many will find them-
selves unemployed for part of the year or confined to
jobs with shortened work schedules. Slack labor mar-
kets also keep the real wages of many jobs from rising.
For those earning sub-poverty incomes, the failure of a
pay check to keep pace with inflation is especially
cruel.

But the focus of efforts to help the working poor
must extend beyond a reliance on macro-economic
policy. Steps should be taken in the areas of wage, tax,
and health policy to ensure that those who work do not
find themselves at a disadvantage and that welfare
recipients who make thi. effort to become self suffi-
cient through work improve their circumstances signif-
icantly.

Wage Policy

The ideal way to raise the wages of low-income work-
ers, is to raise their productivity through increased
education, training and job experience. However.
such policies take time and often are not very realistic
for middle-age and older workers. While awaiting the
results of such longer-term strategies, we could raise
and Index the minimum wage. From 1962 until 1979. a
full -tune, full-year worker could earn enough at the
minimum wage to support a family of three at close to
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or slightly ahove the poverty threshold ' The current
hourly minimum wage of 53.35 would have to be in-
creased to about 54.35 in 1987 to re-establish that stan-
dard This level would be approximately SO 17 higher
than the level needed to restore the purchasing power
that the minimum wage has lost since it was last raised
in 1981.

An alternative would be to ate the minimum wage to
some measure of average wages in the economy. Over
the penod 1962 to 1981. the minimum wage averaged
48.2 percent of the average gross hourly earnings for
production and nonsupervisory workers in pnvate
non-agricultural industnes. The minimum wage would
have to be raised to about 54.36 per hour for this
relationship to be re-established in 1987.

If the minimum wage were tied to the amount need-
ed to support a family of three at the poverty thresh-
old, it would automatically be adjusted for changes in
the cost of living. This might be regarded as inappro-
priate during periods of inflationary shock when the
=I wages of other workers tend to fall. Thus, it may
be more sensible to adopt the indexing procedure used
for social security benefits when the trust fund re-
serves are relatively low. Under this procedure, the
minimum wage would be increased each year by the
lesser of the increase in wages or in prices. If the
annual adjustment were made on the basis of wages,
the shortfall relative to prices would be made up when
real wages began to grow again.

Over the long run, the relative value of a minimum
wage tied to the cost of living would decline if real
wages and real standards of living rose. This would not
be the case if the minimum wage were tied to some
measure of average wages.

Increasing the minimum wage is no panacea; in fact,
it is a rather blunt instrument for improving the living
standards of the working poor. In 1985, fewer than one
in five workers who were paid at or below the mini-
mum wage lived in a poor family; approximately one in
seven workers earning between 53.36 and 54.35 was
poor. Fewer than one in eight minimum-wage workers
and workers earning between 53.36 and 54.35 lived in a
family with an income between the poverty threshold
and one and one-half times that threshold. Thus the
vast majority of those who would benefit directly from
an increase in the minimum wage would not be among
the working poor or near-poor.

Increasing the minimum wage is also a policy that
would raise some difficult tradeoffs. To the extent that
labor costs were pushed up. this policy would be infla-
tionary and could have a small detrimental impact on
the nation's competitive position. Roughly 15 million
workers would be directly affected if the minimum
wage were increased to A 35; another large group
would be indirectly affected by efforts to maintain
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wage differentials between minimum-wage and above
minimum-wage jobs. Because of the inflationary con-
sequences and because employers may experience dif-
ficulties accommodating a single large wage increase,
it would be prudent to phase in the new standard over
several years. Four annual increases of $0.37 per hour
would bring the minimum wage to roughly the level
needed in 1990 to support a family of three at the
poverty threshold.

A second difficult tradeoff involves employment.
Faced with a higher cost for labor, some employers
will cut back their workforce or reduce hours. This
impact is likely to have the most effect on teenagers
and others with the fewest marketable skills and the
least solid attachment to the labor force. While the
persistence of high teenage unemployment rates
makes this possibility particularly troubling, it should
be noted that most teenagers (62 percent in 1985) are
currently paid more than the minimum wage.' Esti-
mates suggest that job opportunities for teenagers
would be reduced by about one percent for every ten
percent rise in the minimum wage. These disemploy-
ment effects may be softened a bit by the tightening of
youth labor markets that is expected to take place as
the size of the teenage cohort shrinks over the coming
decade.

Nevertheless, serious consideration should be given
to establishing an alternative minimum wage for teen-
agers. This rate could be limited to high school age
teenagers (18 and under) who generally do not work
full-time throughout the year. Such a differentiation
would reduce the temptation to leave school before
graduation. A teenage minimum wage could be set at
the level needed to support a family of two at the
poverty thresholdabout $3.55 an hour in 1987.

For the past few years, the issue of a youth mini-
mum wage has generated an intense debate in which
proponents have tended to exaggerate its benefits and
opponents have often exaggerated its costs. The nee.
lion should not allow this disagreement to further para-
lyze efforts to restore the minimum wage to a level that
can support a family.

Hourly wage subsidies offer an alternative to in-
creasing the minimum wage. The principal earner liv-
ing in a family with children could be provided a subsi-
dy equal to one-half of the difference between $6 and
the worker's hourly wage rate." Such a subsidy would
reward work by giving more to those who worked the
longest hours. It would be welltargeted because, per
hour of work, the biggest subsidies would go to those
who were paid the lowest wages. A minimum wage,
full-time, full-year worker would receive a wage subsi-
dy of roughly '2.750 under this scheme.

While wage subsidies have much to recommend
them, they represent a major change in policy that
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might take several year to enact and implement. New
mechanisms would have to be established to ensure
accurate reporting of hours. Changes may have to be
made in the tax code to recapture subsidies given to
those whose circumstances improved markedly over
the course of the year.

Tax Policy

The Tax Reform Act of 1986 eliminated the federal
income tax burden on the working poor and greatly
reduced this burden on the near-poor. When changes
are fully implemented in 1988, the income levels at
which families begin to owe federal income taxes v411
be above the poverty thresholds for all family sizes. A
mother with two children will not have a positive tax
liability until her income exceeds 143 percent of the
poverty threshold; fora married couple with two chil-
dren the corresponding figure will be 124 percent.

The liberalization of the Earned Income Tax Credit
contained in the Tax Reform Act of 1986 represents a
major benefit for the working poor. This credit, which
is available to families with children, will be set at 14
percent of family earnings up to $6,200.23 The maxi-
mum credit of $868 will be reduced by $0.10 for every
dollar of income the family has above $9,770. Thus, a
credit will be received by all those with incomes below
$18,470. If this credit exceeds a family's tax liability,
the credit will be refunded. This will be the case for all
working poor families with children. In 1988, a four-
person family with earnings just at the poverty thresh-
old will receive a payment of $640 or 5.79 percent of its
pre-credit income.

The working poor could be helped even more
through further enhancements of the EITC. One such
improvement would be to provide larger families with
bigger credits through the EITC. Under current law,
the credit does not vary by family size. Thus a family
consisting of a mother and a child with earnings ot
$7,000 a year will receive the same $868 credit in 1988
as a fanuly of six with the same income. If both of these
families were to earn just enough to reach the poverty
threshold for their family size, the two-person family
would receive an EITC payment for $868, while the
larger family would receive only $239.

A straightforward method of adjusting the EITC by
family size would be to increase the credit rate accord-
ing to the number of dependents. A four percentage
point increase for each additional dependent would
add about $250 per additional dependent to the size of
the maximum credit." If this adjustment were limited
to dependent children, not spouses or related adults,
the structure of the EITC would reflect the special
difficulties faced by single-parent families.

Several other adjustments could be made in the
EITC to assist the working poor even more. First, the
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EITC could be extended to childless couples and inde-
pendent single individuals. If this were done, there
would be less need to raise the minimum wage to the
levels discussed earlier. Secood, the basic credit levels
could be raised above the amounts provided in the Tax
Reform Act 0(1986. After the scheduled social securi-
ty tax increases of 1988 and 1990 take effect, the en-
hanced EITC will not fully offset the payroll taxes paid
by some working poor families? Finally, further ef-
forts could be made to ensure that those who will be
eligible for a refund through the EITC receive that
payment on an advance basis rather than in a lump
sum payment after they have filed their tax return.

rrently, fewer than two of every one thousand tax
units receiving an EITC refund obtain their payment
on an advance basis.

Another area of tax policy that could be modified to
provide more help to the working poor is the child and
dependent are credit.' Single working parents and
families in which both parents work are currently al-
lowed to take a tax credit equal to a fractica of their
eligible child care expenses. Expenditures of up to
$2,400 are eligible for families with one child and
54,800 for those with more than one child. The credit is
30 percent of the eligible expenditures for families with
incomes below $10,000, 20 percent for families with
incomes exceeding $28,000, and between 20 and 30
percent for families with intermediate incomes.

For the most part, low-income working families
have not utilized the child care credit because, even
with the crest, they can not afford paid forms of dull
care. The credit has largely helped the middle class. In
1983, fewer than one out of ten beneficiaries of this
credit had an adjusted gross income below $10,000;
less than one percent of the total tax expenditure bene-
fited such low-income families. With the increase in
the tax thresholds, the child are credit will cease to
benefit any of the working poor.

IN.vo changes could make this credit of some value
to the working poor. The first would be to raise the
percentage of expenditures that can be credited from
30 to 50 percent for those in the lowest Income brack-
ets. The second would be to make the credit refund-
able. This would ensure that the working poor receive
some benefit from this provision of the tax code once
the Tax Reform Act of 1986 is fully implemented.

Reforms in state tax policy could also help the work-
ing poor. Tax thresholds for most state income taxes
are far below the poverty thresholds. Increasing num-
bers of working poor are finding themselves with state
tax liabihnei.. Between 1980 and 1983 the number of
poor families that paid state income taxes increased by
30 percent.

States should take their cue from federal policymak-
ers and raise the income levels at which families first

begin to owe taxes to levels that are above the poverty
thresholds. The next few years are a good time to
undertake SUCI1 reforms. The changes in federal tax
policy will affect the income tax revenues of 44 states
and force many to review their tzx codes? Thirty-four
states will see their revenues increase as a result of the
new federal law. A portion of this wmdfall should be
directed at providing tax relief for the working poor.
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Health Policy

Roughly 15 percent of the population has neither pub-
lic nor private health insurance coverage." Low -in-
come workers and their families make up a large sha. e
of this population. Their situation contrasts sharply
with the adequate medical protection provided to wel-
fare recipients through the Medicaid pro'srain. While
steps should be taken to provide the low-income work-
ing population with more adequate protection against
large health expenditures, all of the mechanisms for
accomplishing this objective have some serious draw-
backs.

In the past few years. the strategy that has been
followed has been to extend Medicaid benefits to in-
creasing numbers of low-income persons who are not
welfare recipients. The most recent, and potentially
far-reaching, expansion of this sort was contained in
the budget reconciliation act for fiscal year 1987 (PL
99-509). Under this legislation, states will have the
option of extending Medicaid to all pregnant women,
and children up to the age of five, who live in poor
families." Thus, Medicaid coverage need no longer be
limited to those receiving AFDC, those living in cer-
tain family structures and those with large medical
expenditures. However, many states may not be able
to take advantage of this option because they do not
have the resources to pay their share of the costs

Recent legislation has also extended Medicaid cov-
erage to families who lose their AFDC eligibility due to
Increased income from work or child support. The
Deficit Reduction Act of 1984 (PL 98-369) lengthened
the period of Medicaid protection for those with in-
creased earnings from four to nine months and allowed
states the option of an additional six-month extension.
It was hoped that this would make welfare recipients
more willing to seek jobs because they would know
that they would not lose their public health insurance
protection until they were well established in the work-
force. The Child Support Enforcement Amendments
of 1984 (PL 98-378) required states to extend Medicaid
coverage for four months to those who lose their
AFDC eligibility because of increased child support
Payments.

The strategy of extending Medicaid to increasing
numbers of law-income persons raises a number of
problems Fast. It Is a relatively expensive approach
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because Medicaid provides fairly comprehensive pro-
tection and few incentives for providers or patients to
restrain their use of services. Second. this strategy
raises questions of fairness; some low-income workers
are given free Medicaid coverage because they do not
have employer-provided health insurance, while oth-
ers of equal means may have a less comprehensive
work-related plan which requires a moderate employ-
ee contribution, coinsurance and deductibles. Third.
lose employers that offer group 1--ealth plans may be
tempted to drop them if a significant fraction of their
workforce is eligible for an expanded Medicaid alter-
native.

One way of extending Medicaid to more of the low-
income, uncovered population while minimizing these
problems would be to permit those who do not have
employment-related insurance to "buy into" Medic-
aid. Such participants would be required to pay a
monthly premium as well as deductibles and coinsur-
ance. The fees could be keyed to family income or
could be set a'. flat rues as they are in private policies.
Because of the expense involved, many may still
choose to go without health insurance. The public
costs of such a program could be very high if those
who do opt to "buy in" do so because they have more
serious health problems.

A second strategy for providing more adequate
health insurance to low-income workers is to encour-
age more employers to offer health insurance plans,
enrich the benefits of existing plans and extend them to
dependents of their workers. This could be done
through tax subsidies or regulation. The former may
not be very effective because many of the employers
who do not offer health insurance or who provide
marginal policies are small firms, new rums or finan-
cially weak companies, all of which tend to have low
or no tax liabilities.

Several recent policy initiatives have opted for the
regulatory approach. The fiscal year 1986 budget rec-
onciliation act (PL 99-272) requires businesses with
more than 20 employees that have group health plans
to extend coverage to the widows and divorced
spouses and dependents of workers for three years:
workers who have quit or been laid of can receive
insurance for up to 18 months. Few may take advan-
tage of these options because the participants must pay
the full cost of the plan plus a 2 percent administrative
fee. The fiscal year 1987 rconciliation act (PL 99-509)
will extend health insurance coverage to more uncov-
ered part-time workers. It requires employers that of-
fer group policies to extend insurance to all employees
who work more than 17.5 hours a week.

For the most pan, the regulatory measures that have
been enacted have been incremental A more radical
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regulatory approach waved require all employers to
offer their employee- basic health insurance plan that
met some nf standards. The regulations would
have to specify the proportion of the premium that
would be paid by the employee. the provisions for
family coverage, and the conditions under which an
employee could choose not to participate. If the em-
ployee contributions were significant and the partici-
pation voluntary, many low-income workers might
choose to go without insurance. If the emp Jyers had
to pay a significant amount for this coverage. there
could be disemployment and inflationary repercus-
sions from such a mandate. Small firms. new firms and
employers with high worker turnover would encoun.-r
difficulties meeting a mandate to provide a group
health plan.

State insurance pools represent an alternative that
could overcome some of these problems. Under this
approach, each state would be required to establish an
Insurance pool that would provide health insurance to
all workers who were not covered by employer-pro-
vided plans. The public Insurance plans could vary
from state to state and would provide only very basic
hospital and major medical prc..ection.

The pools could be supported by an employer-paid
payroll tax similar to the unemployment insurance tax.
This tax would be levied only on the wages of workers
who were not covered by an employer-provided plan
that met certain minimal standards. Thus, employers
would have an incentive to provide their own policies.
The tax rate could be kept at a moderate level if many
of those whose wages were in the tax base did not
actually utilize the insurance because they were cov-
ered under the more liberal policies of another member
of their families. Over one-third of the workers who do
not have employment-related health insurance are
covered under a policy of a parent or spouse. The
insurance provided through the state pools could be
extendcd to those receiving unemployment benefits if
these payments were subject to the new health insur-
ance payroll tax.

Extending health insurance to more of the low-in-
come working population is a difficult and expensive
undertaking. It is difficult because of the complex way
in which health insurance is currently provided. Em-
ployers, unions, voluntary organizations, individuals
and government programs all play a role. New pro-
grams should not induce these players to reduce their
current efforts. It is expensive because health care
cos' re very high. The health insurance enjoyed by
most professional workers costs between $750 and
52.000 a year for the employee and more for family
coverage. For some employers. such an expenditure
may represent a prohibitive increase in the cost of
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labor, particularly for a low-skilled worker m an indus-
try facing international competition. For the low-wage
worker, strugglirg to make ends meet, the cost of
health insurance may be equally unaffordable. While it
is reasonable to expect both low-wage workers and
their employers to bear part of the burden for health
insurance, some public resources will have to be ex-
pended if adequate health protec:ion is to be extended
to a substantial fraction of the low - Income working
population.

Conclusion
The effort to reform the welfare system has focused

attentmi on work and self-sufficiency. This is certain-
ly a positive development. It reflects a renewed con-
viction that many welfare recipients can and should
participate in the economic mainstream It also reflects
society's willingness to devote more resources to fa-
cilitate this participt'iion.

However, the shining hope of self-sufficiency for
welfare recipients should not blind us to the bleak
reality faced by many low-income workers who are
not welfare-dependent. Despite their best efforts,
these workers and their families often lead lives with
no tore material comfort than that provided by a
w- se check. They have been largely neglected by
Fiume policy which has focused on the dependent poor
and the politically powerful middle-class.

Policies can be developed to assist this group who
are striving to remain self-sufficient. These policies
will not only help the working poor, but also will serve
to motivate welfare recipients in their effort to become
more self-suffiment.
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Senator BRADLEY. Mr. Lerman, would you say once more, suc-
cinctly, what are your thoughts on child support assurance?

Professor LERMAN. My first comment on the medical?
Senator BRADLEY. If you disagree.
Professor LERMAN. No. I just wanted to extend the point that I

mentioned regarding the health area. I think, there, what we don't
want to do is extend a welfare-oriented system, it seems to me.
Rather, we want to move to a more mainstream system, so that
even people on welfare may seem like they are in types of pro-
gramsHMO's and insurance-type plansthat working people are
in.

My proposal for dealing with that is to have states have a range
of providers, as employers do now. And then when people get jobs,
they would pay a part of the premium, as Bob mentioned, but that
we could perhaps finance a good deal of this by having a contribu-
tion from those employers who don't now provide health insurance.

Now, many times in states, what we do is, to cover the uninsured
we have these pools that current employers who provide health in-
surance have to contribute more. Their insurance rates go higher.
So, I think that that would be one way of handling it. Still, the de-
tails need to be worked out.

As far as the child support assurance, the basic ideayou are fa-
miliar with the Wisconsin model, I presume.

Senator MOYNIHAN. Yes, we are.
Professor LERMAN. Well, I applaud the Wisconsin model. I hope

it goes forward. I like it. The one thing that I am a little hesitant
about is the fact that for one child the assured benefit is $3000.
Now, they also have a provision which says that the father, the
absent father, must pay, if he has one child, 17 percent of his earn-
ings. And that would require that that absent father make some-
thing like $18,000 a year. Now, that is well above what, say, 30-40
percent of such fathers make, and I think that changes the nature
of the program.

What you want to tell people regarding this program is:
Here is a program which pays people an assured benefit, only to the extent that

the state has failed to either establish paternity, to establish an agreement, or to
collect the payment.

Now, if you set the benefit very high, what you are saying is,
"Well, we are also making an income-supplement program out of
it." In other words, "We aren't collecting it just because we failed
to collect; because, even at realistic levels of what he would earn,
we wouldn't have collected that much." That was my only amend-
ment to the Wisconsin model.

Senator BRADLEY. But you are not advocating lowering the per-
centage?

Professor LERMAN. No, not lowering the percentage, but not
trying to do everything with the assured benefit. I think we need
this combination approach.

Senator MOYNIHAN. I would like to spend another hour with the
three of you, but two distinguished governors have arrived, dug out
of their various snowbanks, and we have our very good friend
Gerald McEntee here.
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Don' t. go away. I am going to ask each of you if you would do
something for the. ommittee.

The largest new source of revenue, coming out of Mr. Mead's no-
tions in "Beyond Entitlement," and so forth, is this whole question
of child assurance that Senator Bradley was just talking about.

Would you write us a judgment of what we could realistically
expect to pick up in revenue if we really start getting serious about
this, and giving states standards that they have to meet, and how
you might suggest it could be done? We have to be realistic about
our budget situation. And also, we are not doing this just as a
matter of funds; we are doing it as a statement of principle. I
mean, if you bring children into the world, you have responsibility
for them.

I have a dear friend who was President Johnson's principal advi-
sor on educational matters. He recently said that in their family
the rule is, "By the time you are 40, you're on your own and out of

. the house." But they are not sure they are going to pull it off.
[Laughter.]

Gentlemen, we thank you very much.
I see Senator Danforth is here, because his distinguished Gover-

nor has arrived as well.
Would Governor Kean and Governor Ashcroft be generous

enough to let Mr. McEntee testify first? He has been here most of
the morning, and I know you know him, and I am sure you will
want to hear what he has to say.

Senator Danforth?
Senator DANFORTH. No, I just wanted to say a word about Gover-

nor Ashcroft, Mr. Chairman, but another witness is coming first,
and I will just wait in line.

Senator MOYNIHAN. That is very generous of you.
And a very good morning.

STATEMENT OF GERALD W. McENTEE, PRESIDENT, AMERICAN
FEDERATION OP STATE AND COUNTY MUNICIPAL EMPLOYEES,
WASHINGTON, DC

Mr. McENTEE. Good morning.
Mr. Chairman, I know you want everyone to be brief, and when I

see that red or yellow light come on, I want everyone to under-
stand that I am also here for Bob McGlotten, who is late, so I have
the proxy of the AFL/CIO with me today, and I would hope that
that would, in essence, give me a few more minutes, Mr. Chairman.

Senator MOYNIHAN. I just thought how much luckier you are
than if you were appearing before the Supreme Court. When the
red light goes on at the Supreme Court, they just get up and walk
out.

Mr. McENTEE. I just don't want to be hooked.
Senator MOYNIHAN. No, sir.
Mr. MIEN. I want to stress at the outset that effective and

equitable welfare reform requires an active federal role and a
major commitment of federal resources. It would be ironic if a lack
of will to make the necessary investments jeopardized welfare
reform, because consensus seems to be, for the first time, emerging
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around some key policy objectives, among them the importance of
work opportunities.

This is appropriate, since family economic independence is the
desire and goal of public officials, welfare recipients, indeed, all
Americans.

In addition, our nation's future productivity may well depend on
our willingness to make significant human capital investments in
our welfare population. By the year 2000, we could be facing a
labor shortage, with much of our labor force growth occurring
among minorities, immigrants, and women. These groups are more
prone to ending up on welfare sometime during their lives and lack
the skills needed for the jobs of the future.

Therefore, we urge you to adopt a comprehensive and flexible
education, employment and training program, based on individual
assessments. It should give the states considerable latitude to es-
tablish a wide variety of activities, including job placement, reme-
dial and vocational education, and job training.

A welfare/work plan also needs a strong family-support strategy.
The potential loss of health coverage and the lack of child care and
transportation can rule out work as a viable or rational choice in
many cases.

One issue likely to generate considerable debate will be whether
individuals should be required to participate in work and in train-
ing.

AFSCME opposes mandatory work requirements. Voluntary par-
ticipation is better, for r3veral reasons.

First, success is more likely if we start out by doing a good job
with a manageable number of motivated volunteers. A successful
program, in turn, will attract more volunteers and political support
for program expansion. That is the lesson of ET in Massachusetts
and Headstart at the federal level.

Second, a mandatory participation requirement for mothers of
young children can end up hurting the children the most. Even
though many women with chldren work, it is not easy to juggle
parental and job responsibilities. The fragility of child-care ar-
rangements, frequent early childhood illnesses, and unsympathetic
employers can put a mother in the untenable position of choosing
between economic security and the wellbeing of her children.

Welfare-:'ependent families are especially vulnerable during such
times, because they do not have the resources to fall back on that
better-off families have.

We already have a serious shortage of safe, affordable, and acces-
sible childcare in the country; it would be tragic to overburden an
already fragile childcare infrastructure. Doing so could lead to ince-
rior placements or, worse yet, a growth in latchkey arrangemen cs.

Finally, there is a further danger that mandatory participation
rules, combined with a strong emphasis on placements, could load
to the more limited and expedient approaches of job search 8.nd
welfare. This is even more likely if the employment and training
services are underfunded.

AFSCME supports real training programs, with a limited work-
experience component, that offer a chance for paid jobs with a
future. We also support subsidized jobs that give participants em-
ployee status, with wages, benefits, and rights equal to those of
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comparable nonsubsidized employees. But we do not support work-
fare programs in which recipients of government assistance work

zchmge for their grants without the benefits and dignity that
go air-1g with being an employee.

For one thing, thin approach sends the wrong message about
work. It makes work a punishment instead of an opportunity. An
unskilled weware recipient forced to work off his or her grant may
satisfy certain political objl,ctives, but his or her prospects for es-
caping a life of welfare dependency are not very good.

Workfare also creates Imo ure to substitute a7,d displace perma-
nent jobs with decent wageb and benefits. AFSCME has had consid-
erable experience with suhsidized work activities under CETA and
Workf (re. I can tell you that sub rlitution is very hard to prove,
even when you know it is happening. We have won several arbitra-
tion awards.

In general, though, litigation has not proven to be a timely or
satisfactory way of enforcing statutory protections against substitu-
tion. A 1986 court case in Lackawanna, New York demonstrates
the problem. The case involved 26 lain-off employees, and one of
them even went on welfare and was assigned to work off his grant
doing the same kind of maintenance work he had performed as a
city worker for three years. The judge, however, was persuaded
that management's claims of previous overstaffing and a revenue
shortfall due to the closing of a Bethlehem St, .el plant were evi-
dence that the town had not substituted in that case.

Mr. Chairman, I want to call your attention to the affidavit of
Samuel Chini in that case; it is attached to our testimony and
speaks forcefully to the unfairness of Workfare.

Despite losses in the courts, AFSCME believes that substitution
is inevitable. This is especially true where t. large program exists
for a long time. The result is a policy that creates a working under-
class, further erodes decent paying jobs, excl. tinges one group of
low-income and unemployed people for another , and diminishes the
quality of public services through the recycling )f people in and out
of public work.

If the substitution effect can be elusive, there can be no doubt
that Workfare creates a working underclass hi the public sector.
Essentially, it is CETA on the cheap. The so-called "pay" for PWP
workers in New York City was established more than 10 years ago
and has never been raised. It is about half the rates of eir
Civil Service counterparts. In addition, PWP workers have n ,ob
rights, no benefits, and no access to the grievance procedm like
other workers.

The courts have consistently denied Workfare workers the right
to wages, benefits, and bargaining unit representation because they
are not "employees," even though they perform regular entry-level
work for that employer. It is ironic that many who attacked CETA
for creating make-work dead-end jobs today claim that Workfare
provides useful public services and enhances the dignity of the par-
ticipant. The fact is that in San Diego, New York, and West Virgin-
ia many of the Workfare slots used to be CETA slots

Perversely, it seems, only a job with equal pay and benefits is
"make-work." That makes no sense. If a job is worth doing, the
people doing it deserve equal treatment.
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Mr. Chairman, an alternative strategy of intensive training and
education of course is much more costly and complicated than
Workfare and Jobsearch, and the job placement payoff may not be
as quick; but in the long run, the basic objective of helping welfare
recipients achieve economic independence requires a strong focus
on education, skill development, support services, and placement in
unsubsidized jobs. And to the extent that government money is
used to subsidize work activities, an equitable, rational welfare
work plan also requires enforceable anti-substitution protections
and a recognition that work assignments are worthwhile through
the provision of employee status with equal pay, equal rights, and
equal benefits.

Thank you very much.
Senator MOYNIHAN. One of the problems with Gerald McEntee

is, he is often ambiguoushave you noticed that?
Senator BRADLEY. You never know where he stands.
Senator MOYNIHAN. You never know where he stands on some of

these things. [Laughter]
Well said.
Senator Bradley?
Senator BRADLFY. Thank you, Mr. Chairman.
Thank you so much for your testimony, Mr. McEntee. Are you

familiar with the Work Opportunities Retraining Compact which
was introduced last year in the Senate by Senator Moynihan and
in the House by Congressman Levin, with the Senator from New
Jersey as the prime cosponsor and Congresswoman Kennelly in the
House as the lead co-sponsor?

Mr. McENTEE. Specifically? No.
Senator BRADLEY. It provided work and education and child care

in a match program, but it left the option open for the state, if io
chose to, to attach some work requirements to it. Are you opposed
to any flexibility on the work requirement issue left with the
statenot a federal requirement, but left with the state?

Mr. Mc Limn. I guess we are kind of afraid of it. First of all, we
think it should be voluntary, and then we are kind of afraid that it
builds up such major expectations; it is going to be able to place all
of these people in a relatively short period of time. And that kind
of frightens us, those great expectations.

We would rather see a voluntary program, and the voluntary
program would almost provide a step-at-a-time kind of process and
not raise the expectations of these people.

Senator BRADLEY. Did you hear the testimony of Mr. Mead which
immediately preceded your testimony, where he made the point
that he felt the obligation requirement was central to moving
people up to a higher income level, that many wouldn't seek the
education and training if it wasn't a requirement that they seek it?

Mr. McErrrzz. It is not a requirement in Massachusetts, I don't
believe, with their ET program. And I don't know that that has to
be an essential part of the program, that it is mandatory. We
think, with a voluntary programwe think the people basically do
want to work, that basically they do want those jobs, and that you
will have, more volunteers than you can handle.

Senator BRADLEY. All right.
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One last question, and that is: Do you have any thought for us
about the Medicaid eligibility and how someone who reaches a cer-
tain income level suddenly drops off Medicaid eligibility, and you
have a class of workers who are $2-3-4-5000 the other side of that
cutoff, and there appears to be a real disparity between the health
care provided for the two groups? Do you have any thoughts about
the Medicaid trade-off?

Mr. McElivrEE. I just think it would frighten the hell out of those
people, and that they would rather remain on welfare rather than
give up that kind of protection. That is such an essential compo-
nent in developing an entire program.

Senator BRAIHXY. ThAnilatnru very much.
Senator MOYNIHAN. you.
Senator Danforth?
Senator DANFORTH. No questions, Mr. Chairman.
Senator MOYNIHAN. Can I say, sir, first of all, we appreciate very

much your proposition about state latitude. I mean, we have had a
succession of governors coming in with really extraordinary, new,
interesting programs they want to put in place, and what they are
asking for is that we give them the opportunity to experiment, and
with an understanding that you are not going to pull up that sap-
ling every six months to see if the roots are growing, that it is
going to take some time. It is going to take some waivers, it is
going to take some patience, and it is going to take some good
humor.

This onetime Assistant Secretary of Labor is very much aware of
this question of substitution. And I see Mr. Chini's affidavit here.
He was working for the City of Lackawanna, got laid off, and the
next thing you know he was back in the same job at the City of
Lackawanna, only without the rights and without even being an
AFSCME member.

One of the things to be noted, sir, is that now in the fourth of
five hearings we have heard a great many things in this room in
the past six weeks. No one has come down here with that old talk
about, "They've got to work," and, "They are lazy," and, "They
won't," and, "They will." I mean, that is not the way we are think-
ing about this. We are not talking that way, we are not thinking
that way.

We absolutely agree with you that the idea that you have to
make people work is so fundamentally wrong; and yet, we want to
give them the opportunity to work. People want to work.

The proportion of the population in the workforce today is the
highest it has been in American history. How =ay are actually in
the workforce? Sixty-four percent. We have never had that before.
For a long time there was what the economists used to call "the
great ratio," that from 1900 when everybody was on a farm to 1960
when nobody was on a farm, from 1910 when kids worked in coal
mines to the time when nobody worked in coal mines, some 57 per-
cent of the population was in the workforce. Then suddenly this
has gone up to 64, like that. And be assured we are with you on
these matters.

Mr. McErmo. The Senator from West Virginia hit on a very im-
portant point: What do you do in a State like West Virginia where
you train these people, and in the private sector there just aren't
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the jobs to absorb these people? What concerns us in that regard is
that, if it is a program of such great expectation, then there is this
movement of these workers because of no jobs in the private sector
into the public sector, which win cause a measure of substitution.

In New York City, for example, we have had 5-10,000 people
doing the exact same jobs of civil service workers that are working
off their grants in terms of welfare. We don't argue with the move-
ment into the public sector, but if the job is there, and if the job is
worthwhile, then pay the people the rates of the job and the bene-
fits.

Someone was talking about the morale of just working, Well, I
would like to reverse the coin a little bit and talk about the morale
of the person that is working off the welfare grant, and working
next to somebody who is paid about $5 more an hour, with a health
plan, with a union representing them, and with fringe benefits.
And, because they are something else or something different, they
are paid at this other rate, whatever that happens to be.

Senator MOYNIHAN. That is bad labor policy, bad management
policy, bad welfare policy, bad social policy.

Mr. 1VIcENTEg. Bad national policy.
Senator MOYNIHAN. And bad national policy.
We thank you very much, sir.
Mr. McENTEE. Thank you, Senator.
Senator MOYNIHAN. And give my regards to Bob McGlotten. I

gather he is under a snowbank somewhere.
Mr. McENTEE. He is under the snow.
Thank you.
Senator MOYNIHAN. Thank you very much for being here.
[The written prepared statements of Mr. McEntee and Mr.

McGlotten follow:]
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Mr. Chairman, my name is Gerald McEntee, and I am president

of the American Federation of State, County and Municipal

Employees (AFSCME). I am pleased to have the opportunity to

appe.r here today on behalf of AFSCME's 1.1 million members

acrost, the country.

Many of AFSCME's members help run America's welfare system.

They are on the front line every day coping with complicated

rules, heavy caseloads, and the personal despair of poverty.

Thousands more staff the employment service offices wish have

played an important role in the work incentite (WIN) program.

Many others are only one step beyond poverty themselves, having

left the welfare roles during the great expansion of state and

local government services from 1965-1980.

As taxpayers, AFSCME members deplore a welfare system that

fosters dependency. They know that people want to work for a

living and believe that welfare recipients who are able to work

should be helped to get and hold a job.

AFSCME has had a longstanding commitment to employment and

training assistance as one of the best ways to give the

unemployed an opportunity to compete in the marketplace and to

work at decent jobs. The union was instrumental in restoring WIN

funds in 1982. We worked hard for the 1983 jobu stimulus

legislation with its $200 million Title XX increase that restored

some of the day care services for working parents that were lost

in 1981. AFSCME leaders also have been heavily involved in the
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state welfare-to-work experiments launched under the WIN

demonstrations.

At the same time, because AFSCME represents employees who

provide government services and who can be affected by them, we

have sought to protect our members from adverse impacts from

government jobs programs. Thus, we supported the Comprehensive

Employment and Training Act public service employment program

while also seeking to protect the job security, employment rights

and benefits of public employees. We have had the same

objectives with the JIN demonstration projects.

Welfare reform is once again on the national agenda. This

time we are just beginning to emerge from an anti-government

period that is unprecedented since the Great Depression.

I want to stress at the outset that effective and equitable

welfare reform requires an active federal role and a major

commitment of federal resources. President Reagan's proposal for

state demonstrations is a copout. It ducks the obvious need for

a complex strategy requiring significant new investments. Worse

yet, these "welfare reform" experiments look like a further step

toward finishing off many major federal domestic programs by

devolving them to the states.

New Federalism" proposals such as those in legislation

advanced by Senator Evans and Congressman Downey, seek to raise

money for AFDC improvements by turning back to the states such

federal programs as mass transit, community development, and
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pollution control. This approach merely passes the buck to the

states to raise money for programs which, in fact, are necessary

complements to AFDC reforms to help reduce dependency.

After six years of federal retrenchment and four years of

economic recovery', poverty and unemployment are intolerably

high in many parts of the c'untry; most newly-created jobs pay

near-poverty-level wages, and the states, which have shouldered

ever increasing federal responsibilities, have growing fiscal

pressures of their own. Clearly, we need more aggressive federal

leadership. Indeed, recent polls show a growing public

willingness to support an act'vist government again.

It would be ironic if a lack of will to make the necessary

investments jeopardized welfare reform because there appears to

be a consensus emerging around some key policy objectives. Among

them is the need to promote family stability and responsibility.

AFSCME supports achieving this goal through more effective child

support enforcement, extending AFDC to all two-parent families,

and establishing a national benefit standard to assure a minimum

level of economic security for poor children and their parents.

'Work*, the subject of today's hearing, is a major focus of

the current welfare reform debate. This is appropriate since

family economic independence is the desire and goal of public

officials, welfare recipients, indeed all Americans.

The demographics of the welfare population and future labor

force trends make it imperative that an AFDC work strategy create
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the kind of comprehensive and flexible education and training

program-needed for a productive workforce. A singular focus on

punitive work requirements must be avoided.

Recent research clearly shows how diverse the poor are. For

example, we know that there is a high rate of normal caseload

turnover. Half of all welfare cases end in less than two years.

Only one-sixth of all welfare cases last eight years or more.

Although those who live in urban welfare ghettos are highly

visible, they make up only a small percentage of the AFDC

population. In fact, the persistently poor are more likely to be

found outside large urban areas.

If the demographics of the AFDC population are not

persuasive enough, I would call your attention to the fact that

by the year 2000 we co'ild be facing a labor shortage. And much

of our labor force growth will be among minorities, immigrants,

and women -- groups which are more prone to ending up on welfare

sometime during their lives. They also lack the skills needed

for decent jobs and face discrimination in the workplace. At the

same time, however, future jobs will continue to require higher

skills and be in the service sector.

In short, Mr. Chairman, the welfare population of today may

be a mainstay of our workforce tomorrow. Our nation's future

productivity may well depend on our willingness to make

significant human capital investments in this welfare population.

With these facts in mind, we urge you to adopt a flexible
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employment and training program based on individual assessments.

It should give the states conside:aole latitude to establish a

wide variety of activities, including job placement, remedial,

and vocational education, and job training. Job placements

should not be the only measure of program success. Equally

important, especially for long-term recipients, is educational

advancement.

A welfare work plan also needs a strong family support

strategy since the entire family is affected when the parent

leaves home to work, go to school, or participate in training.

The potential loss of health coverage and the lack of child care

and transportation can r-'° nut work as a viable or rational

choice in many cases.

In the health area, in particular, we need to work on ways

to bridge the gap between Medicaid and employers with coverage.

Congress took an important step in this direction last year by

allowing states to offer Medicaid to pregnant women and children

up to the ag, of five in families below the poverty line. We

should mandate and broaden this coverage.

One issue likely to generate considerable debate will be

whether individual participation should be voluntary or

mandatory. Increased workforce participation by women and the

concept of reciprocal obligations are today's justifications for

mandatory participation rules.

AFSCME opposes mandatory work requirements. Voluntary

participation is better for several reasons.
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First, success is more likely if we start out by doing a

good job with a manageable number of motivated volunteers. A

voluntary program can allow and challenge the states to strive

for excellence instead of forcing them to focus on how to meet a

legal requirement to serve all or a certain percentage of the

eligible population with ghat is likely to be limited funding. A

successful program, in turn, will attract more than enough

volunteers as well as political support for program expansion.

That is the lesson of ET in Massachusetts and Head Start at the

federal level.

Second, a mandatory participation requirement for mothers of

young children can end up hurting the children the most. Even

though many women with children work, it is not easy to juggle

parental and job responsibilities. The fragility of child care

arrangements, frequent early childhood illnesses, and

unsympathetic employers can put a mother in the untenable

position of choosing between economic security and the well-being

of her children. Welfare dependent families are especially

vulnerable during such times because they do not have the

resources to fall bac!: on that better off families have. A

mandatory rule could well push these mothers into choices that

are detrimental to their children's interests.

Especially critical for AFDC mothers is child care. We

already have a serious shortage of safe, affordable, and

accessible child care. In fact, the gap between supply and
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demand is overwhelming in some places. For example, the

Cambridge-based Child Care Resource Center estimates that there

are 124,000 licensed child care spaces in Massachusetts to

accommodate 500,000 children.

Giving mothers the right to opt out of a mandatory program

if adequate child care is not available will not provide adequate

protection. It is not realistic to expect a mother to risk

losing family income to assert what in practice becomes z very

nebulous right. Defining acceptable child care is difficult. Is

having a 13 year-old take care of a younger sibling acceptable?

We have heard of this being proposed in one California county

recently.

Political and budgetary pressure to produce high

participation rates or caseload reductions could lead to inferior

child care placements, or worse yet, a growth in latchkey

arrangements.

It would be a tragedy to overburden what already is a very

fragile child care infrastructure. Doing so could cause a

dumping of children into totally unacceptable arrangements in

much the same way deinstitutionalization has dumped the mentally

ill into unsafe homes and into the streets.

Finally, there is a further danger that mandatory

participation rules combined with a strong emphasis on placements

could lead to the more limited and expedient approaches of job

search and workfare. This is even more likely if employment and

training services are underfunded.
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Job search has limited value for people who need remedial

education or training, or who live in high unemployment areas.

At its worst, it is used as a way to force people off the rolls

through onerous employer contact requirements.

Workfare forces welfare recipients to work off their grants

at a rate equal to the minimum wage without employee status,

benefits, or job rights. Failure to do so results in denial or

reduction of the welfare grant.

AFSCME supports real training programs with a limited work

experience component that offers a chance for paid jobs with a

future. We also support subsidized jobs that give participants

employee status with wages, benefits and rights equal to those of

comparable nonsubsidized employees. But we do not support

programs in which recipients of government assistance work in

exchange for their grants without the benefits and dignity that

go along with being an employee.

For one thing, this approach sends the wrong message about

work. It makes work a punishment instead of an opportunity. A

welfare recipient forced to work off her grant who can barely

read, who has virtually no work skills, and who gets child care,

medical care, and transportation from the government instead of

earning the money for them on a regular job, may satibfv certain

political objectives. But her prospects for escaping a life of

welfare dependency are not very good.

Workfare also crea.es pressure to substitute and displace
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permanent jobs. The prcblem with substitution, however, is that

it's very hard to prove even when you know it is happening. We

have grappled with the substitution problem under CETA and

general assistance for years. It is very hard to isolate the

effect of the workfare program from other factors that influence

personnel decisions and staffing patterns.

Nonethelesc, we have won some significant arbitration

awards, the most recent in Pennsylvania in 1985. In that

instance, the state, which had assigned approximately 1,000 CWEP

participants to AFSCME bargaining unit positions, was ordered to

remove CWEP participants from work such as filling potholes,

opening mail, and processing AFDC case files that would have been

done in the absence of the CWEP participants.

In general though, litigation has not proven to be a timely

or satisfactory way of enforcing statutory protections against

substitution. A 1986 court case in Lackawanna, New York

demonstrates the problems involved in proving substitution. The

case involved 26 laid off employees. One of thorn even went on

welfare and was assigned to work off his grant doing the same

kind of maintenance work he had performed as a city worker for

three years. The judge rejected AFSCME's allegations of

substitution. He was persuaded that management's claims of

previous overstaffing and a revenue shortfall due to the closing

of a Bethlehem steel plant were evidence that the town had not

substituted. Substitution aside, the equity issues this

situation raises should not be ignored.
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We believe, however, that substitution is inevitable and

that permanent jobs with decent wages and benefits will be Yost

in the process. This is especially true where a lerge program

exists for a long time. So what do we accomplish? The result

is a policy that creates a working underclass, further erodes

decent paying jobs, exchanges one group of low income and

unemployed people for another, and diminishes the quality of

public services through the recycling of people in and out of

public work.

In this regard it's important to remember that AFDC is not

the only program under which workfare can be created. State

general assistance and food stamp programs also make workfare

assignments. A nationwide survey of the status of workfare

conducted by AFSCME last year indicated that 28 states had an

AFDC workfare component; 8 states had a food stamp workfare

requirement, and 19 states had general relief workfare programs.

(See attached) So, AFDC workfare does not occur in a vacuum, and

at the local level the effect is cumulative.

One of the larger workfare type programs is the Public Works

Project (PWP), in New York State. New York City has run a PWP

project for more than 10 years. Today it has about 15,000

parti,ipantsL 9,600 are home relief recipients and 5,400 are on

AFDC.

While we do not have the investigative capacity to do a full

scale analysis of the city's budget, personnel patterns, or the

324



319

work performed by the PWP workers, we do know several things

that, at the very least, look suspicious. For example, there is

a civil service classification called pest control aide. No

regular employees work in this job, but there are 527 PWP pest

control aides who perform necessary public health duties.

Just over half of the PWP workers are in two PWP titles:

Clerical Aide and Custodial Aide. Their sheer number is mind-

boggling. In 1986 there were approximately 7,900 regular full

time office aides in city agencies and more than 4,400 PWP

clerical aides in city agencies. In the same year, there were

1,881 city custodial assistants and 3,539 PWP custodial aides

working in city agencies. Even assuming that three part-time PWP

participants equal one full-time worker, the ratio of PWP workers

to regular city employees is very high.

With such a large number of PWP workers in low-level

functions, only one of two possibilities would seem to be

occurring. Either displacement is taking place or the PWP

workers aren't being used productively. We have, in fact, some

documented evidence of substitution among custodials in a memo

last fall from the Deputy Administrator of the Human Resources

Administration's Administrative Services Unit. Based on the

number of custodials then employed by the city, each cleaner's

workload should :aye been much more than is customary worklcad.

But the memo indicates that the actual amount of work per

custodial was less than the ratio indicated 'because of the

deployment of PWP personnel'.
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If the substitution effect can be elusive, there can be no

doubt that workfare creates a working underclass in the public

sector. Essentially, it is CETA on the cheap. The so-called

"pay" for PWP workers in New York City was established more than

10 years ago and has never been raised. It is about half the

hourly rate of their civil service counterparts. (See attached)

In addition, PWP workers have no rights, benefits or access to

grievance procedures.

AFSCME District Council 37 has sought to represent the PWP

workers without any success. Significantly, while the arbitrator

in Pennsylvania agreed with AFSCME District Council 13 on

substitution, he rejected their attempt to represent the CWEP

workers and get the full benefits of employee status for them.

In both cases, the workfare workers were denied the right to

wages, benefits and representation because they were not

'employees' -- even though they performed regular entry-level

work.

It is ironic to us that many who attacked CETA for creating

make-work deadend jobs, today claim that workfare provides useful

public services and enhances the dignity of the participant. The

fact is that in New York, San Diego, and West Virginia, many of

the workfare slots used to be CETA slots. Perversely, it seems,

only a job with equal pay and benefits is make-work. That makes

no sense. If a job is worth doing, the people doing it deserve

equal treatment.
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AS for the much-touted value of workfare as a way to provide

training or experience and to save money by facilitating the

transition off welfare, at best the evidence is limited. Indeed,

workfare can even be counterproduc ive in that regard. A 1985

study by AFSCME's New York Civil Service Employees Assc=iation of

the PUP program found actual cases of supervisors trying to block

participants' efforts to find jobs. The supervisors wanted to

keep these valuable workers who were *free". Clearly, that

Lackawanna worker wasn't getting training or experience by doing

the same work r±n a workfare assignment. The high turnover rate

in the New York City PWP program strongly suggests that there is

inadequate supervision and not much useful training.

The Manpower Development Research Corporation claims that

job search and workfare result in some statistically signifilant

employment gains. These gains are not worth the potential for

displacement of regular employees by unpaid workers especially

when other studies show better results with public service

employment or programs with intensive training and education

components.

A strategy of intensive training and education, of course,

is much more costly and complicated than workfare and job search,

and the job placement payoff may not be as quick. But in'the

long run the basic objective of helping welfare recipients

achieve economic 'ndependence requires a strong focus on

education, skill development, support services, and placement in
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unsubsidized jobs. And, to the extent that government money is

used to subsidize work activities, an equitable, rational welfare

work plan also requires enforceable anti-substitution protections

and a recognition that work assignments are worthwhile through

the provision of employee status with equal pay, rights and

benefits.

Ultimately, however, even the best employment and training

program will be limited by the environment in vhich it operates.

Recession, technological change, trade policies: lagving wages

and discrimination all limit ..hat training programs can do. We

need a high employment economy to produce jobs for trained

people. We need to raise the minimum wage so that a family of

three does not stay poor even when the wage earner works 40 hours

a week. And we need to move aggressively against discriminatory

employment practices that limit earnings and career potential.

Unless we address these economic factors and define our

objectives carefully and realistically, we will doom another

federal program to political failure.
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ATTACHMENT A

Status Report Workfare Program States
May, 1986

Workfare Targeted at Recipients of:

General
Assistance Food

State (GA) AFDC Stamps" Coverage Comments
Alabama No GA Program '1'es Optional to counties; operating in

3 counties.

Arizona No No WIN Demonstration Projectdoes not
Include workfare component. Workfare
under consideration. Operating in
2 counties.

Arkansas No GA Program Yes Yes WIN Demonstration Project uperating In
22 counties.

California Yes Yes Ger.aral assistance workfare limited to
San Diego County. New AFDC program
(GAIN) has workfare component.

Colorado No Yes Operating In 25 counties.

State is operating an AFDC MIN Demonstration Project which includes a workfare component.
Food Stamp Security Actof 1985 (PL 99-198) roquIres states t o establish an employment and tralnIngprogram by

Apdil, 1981 for employable but reemployed Food Stamp Program recipients. States have the ffesibi"'y in deter-
mining the program components. States may include one or more of the following ocusidos:joe search, training,
community work experience (voridare) programs that do not displace paid employees and that extend the same
work conditions and benefits received by regular employees performing comparable tasks, and other permitted
progr MS or activities. Minimum recipient participation standards are tobe set for each sate.
Sources: State Worhfre Stan Report, Jobs With, DecombsC 1942.

Work Progism Status Rortort Office of Fmnlly Assistance. U.S.Departrnent of Health and Human Singe 's. Jam.
wy 1 1981

1912 Characteristics of General Issistarm Program, Orrice or the Assistant &weary nor Mallard and Enloe-
don. US. Department of Health and Human Services. May 1983.

Contacts with AFSCME and state officlats. JanuarfrAptl, 1981

AMIN
Public Polley Department
Mop nee
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General
Assistance Food

State (GA) AFDC Stamps" CoverageComments
Connecticut Yes No GA workfare mandator *statewice. New

AFDC program excludes workfare.

Delaware No Yee AFDC workfare Is mandatory for certain
categories of recipients

District of No No Workfare legislation for GA and AFDC
Columbia recipients before City Council.

Florida No GA Program No Yes Mandatory, statewide AMC and FS -
workfare bill has been Introduced In
state legislature.

Georgia No Yee WIN Demonstration Project operating in
7 counties.

Hewes Yes No GA woridare mandatory statewide.

Idaho No GA Program Yes Mandatory AFDC workfare statewide.

Illinois Yes Yes Yes New program has mandatory, statewide
workfare component for GA and AFDC.... _ _

Indiana Yes No GA woridare optional to counties.
_

Iowa Yes Yee GA woridare optional to counties.
Mandatory AFDC workfare for
unemployed parents operating in 49
counties.

Kansas Yes Yes GA woridare mandatory statewide. AFDC
woridare operating in 19 counties.

Maine Yes No GA workfare mandatory statewide

Mary!end Yes No GA woridare operating In three counties.

Michigan Yes Yee Statewide GA and AFDC workfare.

Minnesota No Yes AFDC workfare operating In 8 counties.

Montana Yes No GA workfare operating In 20 counties.

Nebraska No GA Program Yes AFDC workfare limited to Unemployed
Parent cases.

New Hampshire Yes No

New Jersey Yes No

3300

GA workfare optional to counties

GA workfare mandatory statewide.



North Carolina Program

Assistance
(GA) C
No

No GA Pgram
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Food
State AFDC Stamps** Coverage-Comments

New Mexico Yes

e
re

Yes Yes

AFDC workfa limited to a few counties.

New York Yes Ye GA worldare (Public Work Project)
authorized statewide. New AFDC
program may include worldare
component.

rt Mandatory AFDC workfare program
operational In 12 counties.

North Dakota No Yes Mandatory AFDC worldare program
operational in 11 counties.

Ohio Yes Yes Mandatory AFDC workfare program in
eight counties.

Oklahoma No Yee AFDC mnedatory workfare component In
WIN Demo. operating statewide.

Pennsylvania Yes Yes Mandatory GA and AFDC workfare
component in WIN Demo. are statewide.

Rnode island Yes No GA statewide workfare program.

South Carolina No Yes Yes AFDC mandatory workfare program
operating in two vAinties.

South Dakota No Yee Yes AFDC workfare component in WIN Demo.
operating statewide.

Utah Yes Yes GA mandatory workfare operating
statewide. AFDC mandatory workfare for
unassigned VAN rnandatorles.

Vermont No GA Program Yes AFDC worldare mandatory for
unemployed parents active 6 months
Of more.

Virginia Yes Yee Yes Mandatory for GA. AFDC workfare
component in WIN Demo is statewide.

Washington No Yes Yes AFDC mandatory workfare operating in
two counties.

West Virginia No Yes Mandatory AFDC workfere component
operating statewide.

Wisconsin Yes Yes Yes State legislature has enacted pilot AFDC
Program with a mandatory workfare
component. Limited to two or more
counties
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AFFIDAVIT

ss:

ATTACHMENT p

SAMUEL J. CHINI, being duly sworn says that he resides at 68
Jackson Avenue, in the City of Lackawanna, New York.

He further states that to the best of his knowledge and beliefthat:
1. I had worked three years for the City of Lackawanna's Depart-
ment of Public Works (D.P.W.) from 1960 thru March 1983; I was
a Sanitation Laborer wit- P W ingp_erformoa all tIps oftasks such swee-I tie

2. I was a member of Local 1205 AFSCME (AFL-CIO) prior to my
lay-off in March 1983.

3. After my la off
wee
three to fo
ing "in

for 34
iutaited-abput

ild-
after

my unemployment insur-jobwiee proved unsuccessful and after
ante -Hid rurr out.

4. At the time I filed for welfare I was informed that I wouldhave co a :44. u 0 WI
. .: am i.e.- if i did n t

w r as tey_ass .,. ed m I
,. .e 0 .' 8

Well'ale 0 . ".. . G ).I am remiria now-to-lwric--1Q31aIk.4)ar-11101-bisea-r- .igne
to work for the City of LA0kANanna.

5. Wder "Workfare I have been ruglialLtgrehnht-to-tate_Clityof Leikawanniltaretnr... y_lialign-
.01.ty;

h---that-had-heeadane4-411.sp-laced
rorsmamplri111.required tn_raport
uib ace ondutaqsweeptheylitallfiJanform necessary work through-o e b

6. On Monday. Marqt114.105-the_ChienZineer (Anthony Collarensaw me workinTRI:E1
td--eele.,,butnet-ender-these-Getiii-itions."---inMayorthernignad_unda.n_liiiark.tarel_tallan0111111ed--tace,an_hwarkingaze,
whenLchp id have my old Job back." 1-a.1.13-recallsejghim
that "workfare" s_nat_praulde--an_oppl.ity for a person to
beEllialillftlf--

manta
I
beminint unit employees.
to Cit
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APPIDAVIT'010 SAMUEL J. CHINI (Continued)

7. I am somewhat embarrassed Lnd really publicly humiliated by
being Toreed-to-worx-unaer4un4aare"-; people I k now faREHach
mi-wilif.e.32011aM and ank_ if I am back at=Q1d_job-
I d'irtall_ijrhentalowwhtilink_tbat r_work
par£ -'tom
8. The irony of this whole matter is that if I had not been laid
off ah-if disPlaAed y "NddC-OTEi-Y-people the City of Tackawanna

to m nec
rITANLE-wn k.

Sworn to before me this

619- day of Aft'fl 1985.

*Ala
`i 1- 1. t :

FEDELA IA. $tARRERO
May Pubic. hated New Ycrk

Quid ti Ego Cooly
Mi COM/1310o &rotes Moro 30.19_1(0

bAM
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ATTACHMENT C

Comparison of Hourly Rates Between New York City
PWP and Comparable City Titles

PWP

Attendant Aide
Clerical Aide
Community Service Asst
Custodial Aide, AM

Custodial Aide, PM
Elevator Aide
Fiscal Aide
Homemaking Aide
Janitorial Aide
Messenger Aide
Office Machine Aide

Pest Control Aide
Stenographer Aide
Stock Asst
Telephone Aide
Typing Aide
Watchman Aide AM

IllWatchman Aide PM
Food 4
Housekeeping Aide

Computer Operator Aide
Computer programmer
Aide

Utility Aide

Key Punch Aide
Motor Vehicle Aide
Block Service Aide
Child Care Aide
Hospital Clerical Aide
Hospital Messenger
Aide
Hospital Elevator
Aide

Hospital Food fi
Housekeeping Asst

Hospital
Insticutional Aide

Truckman's Helper

February 19, 1987

Number
Hourly
Rate City Title

Hourly
Rate

1405 $3.92 Attendant $7.69
4431 $3.83 Clerk $7.99

92 $3.35 Community Svc Vide $7.85
$3.85 Custodial Asst $7..59

3539
$4.10

36 $3.98 Elevator Operator $7.80
20 $4.06 A 'cunt Clerk $8.26

896 $4.35 jmemaker $8.71
1437 $3.74
699 $3.83 Messenger $7.99
38 $3.83 Office Appliance $7.99

Operator
527 $4.06 Pest Control Aide $8.26

3 $4.06 Stenographer $8.26
/28 $4.51 Asst Stockhandler $8.97
24 $4.06 Phone Operator $8.26

191 $3.83 Typist $7,99
$3.92 Watchperson $7.69

41
$4.17

40 $4.15 Dietary/ $8.54
Housekeeping Aide

4 $5.24 Computer Operator $9.85
2 $7.10 Computer Programmer $12.95

1 $3.92 Senior Citizen $5.44
Specialist

0 $3.95 Key Punch Operator $8.14
4 $3.59
1 $3.94
2 $3.94

281 $4.57 Senior Clerk $8.91
23 $3.83 Messenger $i.99

1 $4.25 Elevator Operator $7.80

171 $4.43 Dietary/ $8.54
Housekeeping Aide

169 $4.43 Institutional Aide $8.54

2 Laborer
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STATEMENT OF ROBERT MCGLOTTEN, LEGISLATIVE DIRECTOR
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL RELATIONS

BEFORE THE SUBCOMMITTEE ON SOCIAL SECURITY AND FAMILY POLICY
OF THE SENATE FINANCE COMMITTEE

February 23, 1987

Thank you, Mr. Chairman for giving us this opportunity to express our views

on welfare-related work programs. We would like to commend the Chairman for

his vigorous leadership in focusing the national debate on the need to replace the

welfare program with a combination of badly needed support systems.

For over a decade the AFL-CIO has urged reforming or replacing the nation's

welfare system in order to provide !) education, training and placement in decent

jobs for those recipients who can work outside the home; 2) assistance to the

working poor who although working 'ull-time are unable to earn enough to keep

their families out of poverty; and 3) a:iequate payment levels for those who are

^able to take paying jobs.

We are encouraged to see what appears to be a growing consensus for the

enactment of a national program addressing the job and training needs of welfare

recipients as well as efforts to bring payments to a decent level for those who must

rely solely on welfare. We urge that attention also oe given at this time to

assisting the working poor - many of wlom were cut from the rolls in 1981 - and

the unemployed and dislocated workers who are receiving no assistance from any

source.

Before commenting on work and training programs for welfare recipients, I

think it's useful to point out the broader job picture. There are currently 8 million

unemployed workers - of whom only 33 percent are receiving any unemployment

insurance benefits. (Those fortunate enough to receive compensation will find that

their payments average less than thrt...!-fifths of whats needed to keep a family of

four out of poverty - and in many states will loose their benefits entirely if they

participate in a training program.) Along with the eight million unemployed there
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are another million who have given up looking for work and no longer show up in

the official count, and five million who ere working part-time only because they

can not find full-time jobs - totaling 14 million workers seeking full-time jobs

which pay a living wage.

In addition, there are more than 15 million workers in America who are paid

at or around the minimum wage of $3.35 an hour - far below the $4.60 an hour

necessary for a wage earner to lift a family of three or more out of poverty.

Changes ..1 the traditional America labor market are causing permanent job

dislocations for up to two million workers each year. Overall, 60 percent of the

new jobs created since 1979 paid less than $7,000 a year. The poverty level for a

two person family is $7,240 a year, $9,120 for a family of three, and $11,000 for a

family of four.

Consideration of means by which families can achieve financial

independence, therefore, will have to include serious efforts to increase the

minimum wage and address the sorry state of the unemployment insurance system

which provides payments to just a third of the unemployed workers.

Employment Programs

A welfare jobs initiative should be designed to offer an entire range of

employment assistance to all welfare recipients seeking help. Ideally the program

should be expanded and coordinated with other resources available in order to

provide services to all the unemployed, underemployed and displaced workers. The

program should consist of four basic elements: 1) career counseling and

assessment, 2) education, 3) training and skill development, and 4) job placement.

1) Each person should be seen by a trained counselor - someone who is

trained not only in assessing an individual's skills, but who also has knowledge of

the labor market. There are growing numbers of individuals ( who have had to

resort to welfare) who are experienced workers with a long history of labor market
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attachment but whose industry or skill market has disappeared. In order to become

self-sufficient, these people may need retraining lust as a new worker needs

training. In addition to traiaing or re-training, the needs of those to be served

may include immediate job placement, returning to high school, or even placement

in a drug treatment program.

The roll of the career counselor or caseworker in helping the client determine

the proper path to self-sufficiency is critical to the success of the entice welfare-

jobs effort. Currently there are only limited numbers of professional personnel

available to work directly with recipients and they are frequently overworked,

untrained and underpaid. These people must be given the proper training and be

fairly compensated m order to perform this task. They must have the resources

they need to link clients to the proper source of service and not be required to

spend time on federally imposed be .taucratic paper work.

2) The emphasis on education is crucial. It .s encouraging to see

commitments being made in some states to provide not only a high school

education, remedial literacy and English language instruction, but community

college degrees as well. Nearly 60 percent of all welfare recipients have not

finished hign school. Many teen-age mothers do not return tc school leaving them

likely candidates to become long-term welfare recipients. We feel the need in this

area is of such magnitude as to require that each recipient be given the opportunity

to earn a high school or equivalency diploma, receive assistance in developing a

career plan and take advantage of post secondary or voca mai training wht.re

appropriate.

3) For those who have achieved a basic education, the next step toward

independence has to be acquiring marketable job skills through training programs

which lead to decent jobs. Every effort must be made to tevid the tragic waste of

human potential and scarce resources by putting people through training programs
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and then leaving them on their own and without assistance to search for jobs which

frequently don't exist or don't pay enough to get them off welfare. We point to a

number of state programs such as in Illinois and Massachusetts where state

administrators have actively and aggressively identified businesses and non-profit

organizations which will train welfare recipients and guarantee their placement in

decent jobs at the end of the training program. Public welfare departments re.ist

work closely with State Departments of Commerce and Employment Security to

determine the job requirements of the business community and then train welfare

recipients to fill those jobs.

4) As the purpose of all this is to provide the poor with the means to become

self-supporting it goes without saying that the jobs in which they are placed will

have to pay them a living wage and provide standard benefits and worker

protections. To do less will risk the disappointment and failure that has occurred

under earlier programs where the poor were given false hope only to end uD on or

return to welfare frequently after suffering 1...riods of destitution. Wu art .lot

unmindful of the reality that many en -level Os which would be available t.'

persons on welfare are both unstable and low paying. In addition to a long overdue

Increase in the minimum wage, we recommend that those who may end up in this

type of job receive continued lob counseling to assist them into a more satisfactory

position.

Targeting

Mr. Chairioan, you may have heard that a number of proposa4 appear to be

taking the direction of singling out only a portion of welfare rec pients who are to

benefit from employment a^ training programs. We recognize the good intentions

of those wlk. suggest such targeting. They are motivated, on the one hand, by what

seems to be an acceptance t :t there will not be enough morey to serve the jeb

needs of all we tare recipients, and on the other hand, by a legitimate concern of

reaching those considered the most needy. Nevertheless, we feel that deliberate
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exclusion of large members of welfare recipients will produce a distortion of the

goals as well as the out:ome of the program. Services to welfare recipients should

be based on weir needs and should not be determined by any arbitrary categories

in which they may be placed. Neither the most job ready nor the least job ready

shoud be deprived of the services they need in order to become self-sufficient.

Although we share the desire to break the cycle of poverty for long-term

welfare recipients, we feel it is bad public polic,, for the federal government to

encourage the practice of setting arbitrary age limits or require that a person

remain on welfare for a specific period before they can receive job assistance.

Such actions will do a dery ice to all the poor and will result ins l) turning away

people who recently we .Jrced on to welfare because the only job for which they

were trained disappeared when the industry folded or moved - people who need

retraining as badly as new workers need training; 2) ignoring the needs of both the

long-teem unemployed and the new entrants into the labor market who are over a

certain age - many of whom are mothers who were encouraged by social policy and

welfare regulation to stay at home and care for their children until their youngest

child turned 6 years old; and 3) leaving teen-age mothers (who it is known could

benefit from immediate career counseling and education) on welfare for long

periods before receiving any attention.

It is frequently argued that nearly ha'f of the families on AFDC go off the

rolls in two >mars without the help of a government program. But many of these

people could and should benefit from an employment ano training program. Two or

even one year on welfare is costly - in both financial and human terms. It is also

known that many of those who leave the rolls return after short periods - indicating

the need to help them find more adequate and stable employment.

The :ederal government should provide the leadership and financial support

necessary to serve tl..: needs of all the poor. It should not be the job of the

caseworker or counselor to make arbitrary judgements and target for assistance
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only those who they think are most needy. Instead they should facilitate services

for anyone who needs them in order to get off welfare. The money saved from

placing those who are more job-ready and helping them to remain in a job that pays

a living wage or move to a second one that does, could be used to offset the higher

cost for those who need more concentrated and lengthy services.

Workfare

A number of state programs, as well as most of the current welfare reform

proposals being discussed, allow the states to include workfare as a part of their

employment and training options. The A FL-CIO opposes the practice of requiring

the poor to take jobs that pay no wages in return for their benefits. Workfare

schemes are frequently punitive and do little to increase the self-esteem or

employablity ut the participant 's are often denied the status of regular

emplcyles, get no wages, and are not provided standard benefits or full worker

protection.

With the cutbacks in funds needed to provide more costly and beneficial

education and training programs, localities frequently turn to workfare because

they believe, mistakenly in our opmon, that It is a less expensive approach. As the

representatives from the Conference VI Mayors testified before this committee,

"Workfare does not save money, because of the costs associated %kith operating it.

Every objective evaluation of the program that has been conducted has concluded

that it costs at least as much -- and sometimes much more -- to administer than it

saves as a result cf grant terminations of non-complying recipients".

Workfare seriously jeopardizes the jobs of regular workers. It is often

attractive for an employer to hire workers to whom no wages have to be raid and

then let go or not replace their regular workers. Experience with state programs

has demonstrated that statutory language proh.biting displacement is extremely

difficult to enact and even more difficult to enforce. The punitive effects of a

practice that threatens the jobs of some workers and provides no wages to others
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far outweigh any benefits claimed by its ipporters.

It is known that most welfare recipients want to work and will readily

volunteer for opportunities they feel will lead to a better life for themselves and

their children. They are unlikely to view working for no wages as such an

opportunity. Mandating workfare and then cutting poor families off welfare when

the parent refuses to participate leaves children destitute. This is a gross violation

of decent treatment of families. Mandatory wl...4.fare is frequently used not as a

way to make people more employable but only as a mezns of terminating grants

when recipients refuse to comply. This is a distortion of the goals of a

compassionate welfare system which should be to restore people to self-

sufficency, not to force them and their children into destitution.

Administration and State Flexibility

A new federal initiative to combine work and welfare must take a broad look

at coordinating a number of state and federal resources. By forming what appears

to be very good cooperative working relationships developed by the welfare,

employment, education and business communities, a number of states have been

able to expand their services to welfare rec.pients but such services have been

limited mainly by the lack of sufficient financial resources. State experience has

demonstrated that different arrangements are appropriate in different states and

in different areas within statics since labor market conditions and institutional

capacity vary from place to place. A new federal initiative should allow states and

localities to continue to have this flexibility while providing the leadership and

resources which will meet the goal of preparing tit. prior for jobs that pay decent

wages and benefits.

Child Care

The most important element of any job and training program for welfare

mothers is child care. The availability, quality and affordability of care for the

children of the AFDC mothers - 60 percent of whom have children under 6 - has
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been given scant attention either by the Federal government or most of the states.

There are currently 24 million children nationwide under the age of 13 who

need care and only 6 million spaces available in licensed centers or homes. The

cost of care is now around $3,000 a year per child for the majority of parents. The

federal allotment for child care for AFDC recipients is $1,920 a year.

With day care in such short supply and 01- cost of most of it beyond the reach

of welfare recipients, it Is unrealistic to be creating Job and training programs to

make welfare recipients self-supporting unless equal attention is given to the

availability of decent, affordable day care.

Heath Care

Access to health insurance must be an integral part of any welfare-work

program. The cost of medical care for one seriously ill child, if free care is not

available, could be enough to force a mother with no insurance back on to welfare

in order to care for her child. Every effort should be made to place participants in

Jobs where health insurance is pr"vided. that is not possible medicaid

coverage should continue for a reasonable period to insure that the employment is

stable and the wages sufficient to enable the worker to purchase insurance

independently.

Child boaport

C ce is a major factor in forcing children into poverty and thus onto

welfare. One recent study of divorced couples found that a year after the divorce

the woman's income dropped by 73 percent and the was also left with the children

to support. By 1990 25 percent of all children in the country will be living with a

single parent who, in most cases, will be the mother. An estimated two-thirds of

these children will end up on AFDC. Consideration of megs by which welfare

families can achieve financial mdeper.dence therefore, should include examination

of the widespread problem of fathers refusing to contribute to the support of their

children even where they can afford to do so.

342



337

-9-

Conclusion

In recent years the most dramatic increase in poverty has occurred among

children, particularly those in female-headed households. One in four children is

born in poverty today and one in five spends his or her youth in poverty. Whereas

means tested programs and tax policy were able to remove 22 percent of the poor

from poverty in 1979, these programs removed only 9 percent from poverty in

1984. The buying ,rower of AFDC benefits has declined by a third over the past ten

years and of the 12 million poor children in the nation, five million receive no

assistance at all. This growing ineffectiveness of welfare programs in fighting

poverty and supporting families must be reversed.

Mr. Chairman, the AFL-C., stands ready to work with you to enact

legislation which will 1) provide for a federal minimum benefit level sufficient to

bring poor families out of poverty; 2) provide effective and fair job and training

programs for all who need them; 3) mandate AFDC-UP and ease eligibility

requirements in order to assist the working poor and recently unemployed; 4) allow

medicaid coverage to continue for a reasonable period after a person previously on

welfare becomes employed; :) provide day care on a sliding fee scale basis; and 6)

strengthen the states' capacit . to collect child support from the absent parent.

We hope this Committee and the Congress will move full spead ahead on

enacting genuine, fair and compassionate welfare reform.
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Senator MOYNIHAN. Now to our last witnesses, and it is a very
special privilege for us.

I wonder if I might suggest to Governor Kean and Governor Ash-
croft, who are both hereand I cannot doubt good friends and col-
leagueswhy don't you come to the witness table together?

I think in the order of original appearance and in the order of
arrival Governor Kean was first, and Governor Ashcroft was
second.

I wonder if my distinguished colleagues would like to introduce
these eminent personages?

Senator BRADLEY. Mr. Chairman, thank you very much.
I don't have to introduce Governor Kean to the committee; he

has been here a number of times before. And as usual, lie will
speak with insight and eloquence on this issue.

I might say that he has taken a particular interest in the whole
area of welfare reform and proposed a number of initiatives in the
State of New Jersey, which I think are not only fully consistent
with some of the things that you yourself and I proposed last year
in the WORC Bill but also could very well give us good guidance
when we think about the problem nationally. So, I look forward to
hearing his testimony and welcome him to the committee.

Senator MOYNIHAN. And Senator Danforth, would you welcome
Governor Ashcroft?

Senator DANFORTH. Mr. Chairman, thank you very much.
First, let me say that I am glad to see Governor Kean with us

again. I have been trying to remember a hearing I attended this
year when Governor Kean has not been a witness. [Laughter.]

I am delighted to see him againa very, very able person.
I am honored, Mr. Chairman, to introduce our Governor from

Missouri John Ashcroft, a person for whom I have the highest
regard. I have served with John Ashcroft in state government. He
was our state auditor when I was attorney general; he succeeded
me as Attorney General of Missouri. He has now been our Gover-
nor for two and a half years.

Governor Ashcroft is particularly interested in and involvM with
education. Among other things, he has been the Chairman t.: the
National Governors Association task force on adult literacy and is
the chairman-elect of the Education Commission of the states.

I had the experience a couple of weeks ago of having breakfast
with Governor Ashcroft in Springfield, Missouri, when we talked
about his concept of welfare reform. To the best of my knowledge,
he has done a unique job in tying together the concepts of welfare
reform and increasing the educational opportunities. His view has
been that, if people are to be lifted out of permanent welfare
status, they have to have educational opportunities, and they have
to have job training opportunities.

I think that he has something very different and important to
contribute to this debate, and I am honored to be abie to introduce
him.

Senator MOYNIHAN. Very generous of you, and very informative.
Wk don't we do just as we have been doing? If Governor Kean

will ,ak, then Governor Ashcroft, then we will have at you.
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STATEMENT OF THE HONORABLE THOMAS H. KEAN, GOVERNOR,
STATE OF NEW JERSEY

Governor Kean. Thank you, Mr. Chairman.
Senator Bradley, I thank you for those kind words, as I always

thank you for everything you do for our state.
Senator Danforth and Mr. Chairman, it is a real privilege to be

with you today. I think all of us who are interested in this field
have been benefiting from your writings and statements for so
many years. You have been ahead of the curve on so many issues,
and I don't think anybody has provided more thoughtful leadership
than you have over the years in trying to solve American social
problems, and it is an honor to be before you today.

Senator Moirminkry. Thank you.
Governor Kean. Obviously, the leadership of all of us is in

demand once again. Welfare reform is really the agenda, the
agenda for the nation's Governors at their meeting this week, and
in that regard your timing on holding these hearings couldn't be
better.

I have very seldom seen, at least in our state, liberal: md moder-
ates and conservatives come together as they have come together
on this issue. The time is rightI don't think there is any question
about thatand I don't think we should miss the opportunity.

Welfare right now works backwardsfor most, it promotes de-
pendency, when what re should be doing is promoting economic in-
dependence. And the polls clearly show that a majr ity of Ameri-
cans think that welfare simply has to be changed.

No one wants to see welfare changed, I don't think, more than
the 365,000 people who are its recipients in a state like New
Jersey, and two-thirds of them, of course, are children.

These people face a lifetime of dependency, po ferty, and priva-
tion. Obviously, they can't afford that, and neither can we as a
nation.

This is the real challenge, to move children in particular, but
poor families in general, not just off the rollsthat is not the pur-
pow not just to move them off welfare, but to move them off pov-
erty totally. That is the goal.

We haven't got any spare people anymore in our society, if we
ever did. In my state we are going to create 600,000 jobs in the next
decade. That is what our Council of Economic Development tells
us. Who is going to fill them? Many are going to have to be filled,
really, by the women and the children who today are on the wel-
fare rolls. If these people aren't qualified, then the jobs are going to
go elsewhere. In other words, if compassion doesn't motivate us,
then economic necessity ought to motivate us.

That is why a month ago I announced our own ambitious welfare
reform program in New Jersey. Our goal is quite simply to change
welfare from a prrgram that accommodates dependence to one that
emphasizes work, self-sufficiency, and opportunity.

We call our new program REACH, Realizing Economic Achieve-
ment. We want to help welfare recipients pull themselves up and
share in the prosperity that the rest of our state is experiencing at
the moment.
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At the heart of REACH is the concept of mutual obligation,
which means literally that there will be a contract, a contract be-
tween the recipient and the state. I believe it is time to stop argu-
ing about whether poor people or government are responsible for
the failure of welfare; we have got to recognize that both sides have
an equal obligation to make welfare work. Able-bodied recipients
must take steps to support themselves and their families by going
to school, by entering a job training program, or looking for and
taking a job.

Under the REACH program, all recipients with children two
years of age or older will be required to do this as a condition of
public assistance. Recipients with children under two years will re-
ceive counseling and will be encouraged to voluntarily participate
in employment and training programs.

Now, we know that meeting the needs of parents of very young
children isn't easy; so we are spending $7.1 million on a Welfare
Prevention Demonstration Project in the City of Camden and the
City of Newark to find the best way to involve women with infants,
and absent fathers as well, in education, employment, and training.

Now, government's side of the bargain is equally important. Our
obligation is to provide the opportunities. Those opportunities obvi-
ously mean education, job training and job placement, and the sup-
portsservices like child care, and transportation assistance, and
Medicaid coveragethat are essential if a woman with children is
going to be able to take a job or even finish school.

There are many other features of the REACH program: case
management services for each recipient, delivered by both public
agencies and private organizations; tax credits for employers who
hire REACH participants at a good wage, to retain them for at
least one year with health benefits; the use and expansion of pri-
vate sector programs for job training and placement; and a series
of steps to increase child support collections. All of these are impor-
tant, yet it is really the idea of the contract that is at the heart of
our proposal.

A second major thrust of REACH is prevention. This is some-
thing which we feel very, very strongly about. Right now, more
than one-third of our welfare recipients in the State of New Jersey,
who are under age 22, will remain welfare recipients for 10 years
or more. Unless we target our most intensive efforts to these
people, to these young, first-time welfare mothers, we are going to
see people for 10 or more years trapped in the cycle of poverty.

And this is why we are involving mothers with young children in
REACH, and also of course in our Camden/Newark project, be-
cause MOO, of these women are high school dropouts. We are
making this strong commitment, therefore, to education.

When fully operational, REACH will encompass our entire state
AFDC caseload. We want to give every able-bodied recipient the
support he or she needs to become self-sufficient.

Now, a program of this magnitude of course is going to require a
major investment of state funds. REACH is going to cost approxi-
mately $100 million for the State of New Jersey by the time the
program is operational, at the end of three years, and we envision
$50-$60 million annually after that.
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The bulk of these funds will go to job training, child care, ex-
tended Medicaid coverage, and individual case-management serv-
ices. This investment is very large for a state like ours, but we
think it is prudent. We estimate that if we reduce the welfare rolls
by 15 percent, that we are going to save $100 million; arid there-
fore, the kind of program we are talking about will pay for itself.

We know "le jobs are therethey are in New Jersey. With ev-
eryone participating in REACH, we think we can fill them. We are
going to save money, but more importantly we are going to save
lives.

That is what we are trying to do. I know other states are imple-
menting very similar programs, but welfare reform won't succeed
with just the backing of state government. We simply have to have,
I believe, a stronger partnership with the Federal Government.

Right now, the Federal Government takes, of course, half the
savings we achieve if we move welfare recipients off the rolls
thrcugh a program like REACH. Therefore we would expect the
Federal Government to share in the investment necessary to
achieve those kinds of savings.

We hope the Federal Government will follow the states' lead and
emphasize work over welfare. Today, funding for federal work-re-
lated programs equals only about one percent of the total federal
spending for direct cash assistance fur recipients.

Funding for the WIN program, for example, the only job-training
program exclush ely for welfare recipients, is half the level it was
in 1981.

So, as long as the F'eueral Govern Tient continues to favor welfare
over work, state governments which encourage self-sufficiency are
going to be hampered. Welfare expenses will continue to rise, be-
cause recipients who grow dependent obviously stay on the rolls.

How do we change this biased equation? Well, we need your
help, in several areas:

First, the Federal Government should increase its commitment
to job training for the poor. A greater investment now in education
and training will pay off in more productive lives and a more pro-
ductive America in years to come.

Second, Medicaid. Welfare recipients have said to us repeatedly,
when we have talked to them individually, that the major deter-
rent that they have to taking a job is the threat of losing health-
care benefits for themselves, and, more importantly, for their chil-
dren. So, I suggest that we extend Medicaid coverage for up to one
year for all people who have participated in an approved training
program for AFDC recipients and who lack employment-based
health insurance. I believe the federal and state governments
should share in this cost.

Third, we need to invest more in the child care necessary for a
woman to go to school, get job training, or ' work. In New Jersey ,
good child care can cost more than $400 a month for t., o children,
and that is more than half the take-home pay of a job that is even
slightly above the minimum wage.

Fourth, we need to improve child-support enforcement. We must
remember that child-support money takes the pressure off state
and federal budgets. In New Jersey, we rank fourth in the nation
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in child-support collections; and yet, even in our state, 85 percent
of our child-support payments are in arrears.

We plan immediately to begin to withhold child-support pay-
ments from paychecks, and we believe this will increase collections
by up to 20 percent. But 30 percen. of our delinquent parents live
elsewhere, in other states. Therefore, we need a consistent national
policy in this area.

We also need national guidelines to tie child support directly to
the absent parent's income, so that we can prevent those unfair in-
stances that we have discovered, where a person earning $13,000 a
year pays more child support than a person earning $50,000 a year.

There is no question that these kinds of investments are going to
cost money in the shoe. term. And I am sure that the members of
this committee are tired, as the rest of Congress is, of those of us
who are governors coming down here and saying, "Reduce the defi-
citbut not in this area."

I don't think I am one of those people; I understand the threat
the deficit poses. Reducing the deficit obviously has to be the
number-one priority. But my message today is simply that states
like New Jersey are willing to put up the investment to make wel-
fare work, and the Federal Government can share in the rewards
by helping us invest in the support and tools recipients need to
become self-sufficient.

We must never forget that every single welfare parent who runs
a job is going to become a productive, tax-paying member of socie-
ty. Instead of a drag on the economy, they become a spur to its
future growth; and a strong economy is obviously the very best
antipoverty program.

Mr. Chairman, by the way, if the unemployment rate in this
)untry was the same as it is in New Jerseyright now, 3.6 per-

centthe deficit would be half of what it is today.
We have tonay, Mr. Chairman, a rare opportunity. The political

climate is ripe to allow us to find a way to turn welfare into what
it was first intended to be, a system that gives the able-bodied poor
in this country the temporary support they need to make it on
their own. And I am sure none of us wants to miss this opportuni-
tY.

As Thomas Carlysle said a long time ago, "A person willing to
work and unable to find it is perhaps the saddest sight that for -
tunE's inequality exhibits under this sun."

So, I ask you to work with us in the states, and together I believe
we will give our economy what it needs.

Senator MOYNIHAN. We thank you, Governor. And I believe Mr.
Altman is your Commissioner of Human Services.

Governor KEAN. Correct.
Senator MOYNIHAN. We welcome you to the committee, Mr.

Altman.
Governor Ashcroft, we would like to hear from you, and then we

will talk with you both.
[Governor Kean's written testimony follows:]
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Mr. Chairman, Thank you for inviting me to testify.

I feel privileged to be here with you today, Mr. Chairman. I have been
reading and benefiting from your writings on social issues for many years. No
one I can think of has provided more thoughtful leadership in trying to solve
America's poverty problem.

Your leadership is in demand once again. Welfare reform is on the
agenda. Your timing in holding these hearings could not be better. I have
seldom seen liberals. conservatives, and moderates come together as they have
on the need for welfare reform. The time is right to fashion a better welfare
system, and we must not miss this opportunity.

Today welfare works backwards. It promotes dependency when what we
shoul4 be doing is promoting economic independence.

The polls clearly show that the majority of Americans think welfare must
be changed. But no one wants to see publi: welfare changed mere than the
365,000 women and children who are its recipients in New Jersey, and their
counterparts in other states across the nation.

These people -- two-thirds of whom are children -- face a lifetime of
dependency. poverty and privation. They can't afford that and neither can we.
This is the real challenge we face -- to move children and pour families not
just off the roles, but out of poverty altogether.

Mere are no spare people in our societ, In my state we will create
600,900 jobs by the next decade. Who will fill them? Many will have to be
filled by the women and children who today languish on welfare If these
people aren't qualified, the jobs will go elsewhere. If compassion does no+
motivate us. then we must be motivated by economic necessity.

That's why a month ago I announced one of the most ambitious welfare
reform programs in the :ountry. Our goal is to change public assistance in
New Jersey from a progrem that accommodates dependence to one that emphasizes
work, self-sufficiency and opportunity.

1 -all our new program "REACH", for Realizing Economic Achievement. We
want 1p welfare recipients pull themselves up and share in the prosperity
the res. ve New Jersey is enjoying.

At the heart of REACH is the concept of mutual Oligation, which means
lite al'', a "contrast" between the recipient and the state. We believe it is
time to stop arguing about whether poor people or government are responsible
for the failure of welfare. We've got to recognize that both sides have
obligations if we are to make welfare work.

35t)



345

-2-

Able bodied recipients must take steps to support themselves and their
families by going to school, entering a job training program or looking for or
taking a job.

Under REACH, all recipients with children two years of age or older will
be required to do this as a condition of public assistant . Recipients with
children younger than two years will receive counseling and will be encouraged
to voluntarily participate in employment and training programs.

We know that meeting the needs of parents of very young children is :.dt
easy. So we are spending $7.1 million in a welfare prevention demonstration
project in the cities of Camden and Newark, to find the best way to irrolve
women with infants, and absent fathers as well, in education, employment and
training.

Government's side of the bargain is equally important. Our obligation is
to provide the opportunities -- meaning education, job training and job
placement -- and the supports -- things like child care, transportation
assistance, and medicaid coverage -- that are essential if a woman with
children is going tt take a job or finish school.

There are other features of the REAtH program: case management services
for each recipient, delivered by both public agencies and private
organizations; tax credits for employers who hire REACH participants at a good
wage and retain them for one year with health benefits; the use and expansion
of private sector programs for job training and placement; and a series of
steps to increase child support collections. All of these features are
important. Yet it is the idea of a ccntract that lies at the heart of the
REACH program.

F second major thrust in REACH is prevention. This is something I feel

strongly about. Right now, more than one-third of welfare recipients in New
Jersey who are under age 22 will remain on welfare for 10 years or more.
Unless we target our most intensive efforts to these young, first-time welfare
mothers, we will continue to see lives trapped in the cycle of poverty.

That is why we are involving mothers with young children in REACH and in
our Camden/Newark project. Because most of these women are high school drop
outs, we are making a strong commitment to education.

When fully operational, REACH will encompass our entire state AFDC
caseload. We want to give every able-bodied recipient the support they need
to become self sufficient.

A program of this magnitude will, of curse, require a major investment
of new state funds. REACH will cost approximately $100 million by the time
the program is fully operational at the end of three years, and $50 to $60
million a year after that. ' e bulk of these funds will go for job training,
child care, extended medical., coverage and case management services.
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This investment is large but it is prudent. We estimate that if we
reduce the welfare rolls by 15 percent we will save $100 million and the
program will pay for itself. We know the jobs are there. With everyone
participating in REACH, we think we can fill them. We will save money, but
more important, we will save lives.

That is what we are trying to do in New Jersey. I know other states are
implementing similar programs. But welfare reform won't succeed with just the
backing of state government. We need a stronger partnership with the federal
government.

Right now the federal government takes lialf of the savings we achieve
when we move welfare recipients off the roles through a program like REACH.
Yet the federal government shares only minimally in the investment necessary
to achieve those savings.

The federal government should foilow the states lead and emphasize work
over welfare.

Today, funding for federal work-related programs equals about one percent
of total federal spending for direct cash assistance to recipients. Funding
for the WIN program, for example -- the only job training program exclusively
for welfare recipients -- is half the level it was in 1981.

As long as Washington continues to favor welfare over work, state efforts
to provide self-sufficiency will be hampered.

-Welfare expenses will continue to rise because recipients grow dependent
and stay on the rolls.

}low do we change this biased equation? We need your help in several
areas.

First, the federal government should increase its commitment to job
training for the poor. A greater investment now in education and training
will pay off in more productive lives -- and a more productive Amer :a -- in
years to come.

Second, Medicaid. Welfare recipients ha e told me repeatedly that the
major deterrent to taking a job is the threat of the loss of health care
benefits for themselves and their children.

I sugges'. that we extend Medicaid coverage for up to one year to all
people who have participated in an approved training program for AFDC
recipients and ho lack employment-based health insurance. The federal and
state governments together should share in the cost.

Third, we need to invest more in the child care necessary for a woman to
go to school, get job training or work. In New Jersey good child care can
cost more than $460 a month for two children. That's more than half the take
home pay of a job above the minimum wage.
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Fourth, we ne_d to improve child support enforcement. We must remember
that child support money takes the pressure off state and federal budgets.

New Jersey ranks fourth in the nation in child support collections, and
yet 85 percent of our child support payments are in arrears.

We plan to immediately begin withholding child support payments from
paychecks and we believe this will increase collections by 20 percent. But 30
percent of our delinquent parents live in other sZ!tes. Therefore, we need a
consistent, national policy.

We also need national guidelines to tie child support directly to the
absent parent's income, so that we can prevent those unfair instances where a
person earning 513,000 a year pays more child support than a person earning
S50,000.

There is no question these kind of investments are going to cost money in
the short term. And I am sure the members of this committee have grown tired
of Governors and others who come before you and say, "Reduce the deficit,
but."

I'm not one of those people. I understand the threat the deficit poses.
As I told the Senate Budget Committee last week, reducing the deficit must be
your number one priority.

My message today is simply that states like New Jersey are willing to
make the investment to make welfare work. The federal government should share
in that by helping us invest in the support and tools recipients need to
become self sufficient.

We must never forget that every single welfare recipients who gains a
job becomes a productive, taxpaying member of society. Instead of a drag on
the economy they become a spur to its future growth.

And a strong economy is the very best anti-poverty program. If the
unemployment rate in this country was the same as it is in New Jersey -- 3.6
percent -- the deficit would be half of what it is today.

Mr. Chairman, we have a rare opportunity. The political climate at long
last is ready to allow us to find a way to turn welfare into what it was first
intended -- a system that gives the able bodied poor of this country the
temporary support they need to make it on their own.

We cannot miss this opportunity. Our economy depends on it. And indeed
our society depends on it.

For as Thomas Carlyle said long ago, "A person willing to work, and
unable to find it, is perhapS the saadest sight that fortune's inequality
exhibits under the sun."

I ask you to work with us in the states to give welfare recipients what
they want and what our economy needs, a productive job and a productive life.

Thank you.
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STATEMENT OF THE HONORABLE JOHN ASHCROFT, GOVERNOR,
STATE OF MISSOURI

Governor Amin Ron. Thank you, Senator Moynihan, and Senator
Bradley and Senator Danforth. It is a pleasure to have this oppor-
tunity to discuss Missouri's Learnfare/Welfare-to-Work proposal. I
want to thank you for the leadership which you have been develop-
ing for quite some Vme, bringing it to the issue of welfare reform.

I believe a redirection of our welfare system must be a top na-
tional priority. Our strategy must be to help Americans move from
the dependency of welfare to the dignity of work, from poverty to
productivity, and included in that strategy, 1 believe that we help
people most when we help them help themselves. I believe the par-
ticipation of 'the recipient is the fundamental and key aspect of
making the system work.

I do believe there is a mowing national consensus, and what Gov-
ernor Kean has talked about is certainly important, and children
are as affected if not more affected than anyone else. The intergen-
erational aspects are of deeper concern to me, perhaps, than any-
thing else that we face.

Our welfare system has been around a long time; it is old, it is
tired, it doesn't work. Our people who don't work are caught in a
system that doesn't work, a system in fact that is devoted in some
ways to not working, and I think we have got to redirect the
system.

As a governor, I think I share with other governors the real
sense that opportunity is one of the things that is a primary re-
sponsibility of mine, and I see economic developmert and education
as being ways of finding opportunitythe quality of schools con-
tribute to our quality of life. That is an important consideration
when people consider locating their businesses in our state, and an
educated and trained workforce is a key component in our effort to
..ttract and develop new industries and opportunities.

Individual self-advancement, like statewide development, I think
rests in large part upon the attainment of knowledge and skills
and the maintenance of aspirations and hope.

There is a sense in which the world is changing, that the world
economy has restricted, at least in the United States, some of the
manufacturing that we used to rely upon for certain entry jobs for
unskilled people. The service sector employment requires a mas-
ter:- of reading, writing and computational skills that haven't pre-
viously been required quite as intensively.

Demographis projections indicate a national labor shortage by
the turn of the century. A declining number of young people and
an increasing number of functionally illiterate individuals will
compound this problem unless we intervene to change the circum-
stance.

Missouri is fah ly typical in this respect, and Governor Kean re-
ferred to the situation in New Jersey, where they expect to gener-
ate 600,000 jobs by the turn of the century. A report prepared for
the Missouri Opportunity 2000 Commis:, nn, which I commissioned,
forecasts our future labor force growth to be well below the 20-per-
cent level reported between 1970 and 1980. Ten-year growth rates
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are expected to fall to 13 percent during the Eighties, and a 9-per-
cent growth rate in terms of our labor force in the Nineties.

Therefore, future Missouri employers are likely to find entry-
level workers in especially short supply. By the year 2000, 17 per-
cent of our labor force is expected to be in the traditional entry-
level age groupthat is down from 21 percent which we have
today.

Now, while this promises a great potential, these demographic
circumstances don't by themselves ensure that jobs will be avail-
able for welfare recipients. It is evident that the educational grade
level attained is a significant factor in obtaining employment. In
fact, completion of the twelfth grade doubles the chances for em-
ployment, compared to dropouts. For welfare recipients, recent
date from the WIN program shows that among persons leaving
welfare to take jobs, those who hai completed the twelfth grade ac-
counted for over 50 percent more pie ' ement than those who had
not. And of course, high school graduates have the advantage of ob-
taining higher quality better-paying and more stable jobs. If you
have learned to learn, you are more likely to have long-term em-
ployment than if you just have job training which says, "Put the
red bolt and the red nut together." Change the color of the bolts
and the nuts, and you have got a retraining job on your hands.

It is the literacy level of welfare recipients that needs to be
raised in this respect, to significantly increase the long- terra em-
ployability of welfare recipients in today'sand I might emphasize
in tomorrow's job market, where technology advance is going to
be coming at us at an acreiereting pace.

The time has come to begin a serious and sweeping effort to use
our collective resources, I believe, to liberate the God-given poten-
tial of people who are caught in the web of welfare dependency.

In Missouri we are proposing a comprensive program called
Learnfare. Learnfare will remove the lack of a high school educa-
tion as a barrier to employment. Combined with Missouri's Wel-
fare-to-Work Program, an initiative to provide training for skilled
jobs, I believe we can successfully break the cycle of poverty for
may Missourians.

ro break the cycle of poverty, I believe our efforts must begin
with educat on. !!., Missouri we know that previous job training
orograms for welfare Ilients have suffered from the fact that many
rcipients d have the necessary educational levels to make
them really realty for the training.

Another problem: Teen pregnancy begets low educational
achievement. Low educational achievement begets unemployment
and dependency. Even the most motivated welfare recipients face
stiff competition in today's labor markets if they don't have the
GED or a high school education.

Inadequate education also prevents recipients from being com-
petitive :or those job training opportunities. It is a vicious cycle
that only education can break.

Our Learnfare/Welfare-to-Work proposal targets these problems
in welfare with some new weapons:

First, Learnfare would boost the educational level and job poten-
tial of AFDC parents. The proposal is this: Those who lack high
school diplomas or the equivalent GED would be required to regis-
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ter in adult basic education or equivalent high school educatior.
programs. Only those parents with preschool children or special
hardships would be exempted frc-1 this requirement, and they
would be exempted under current law, because we can't force them
to be involved. But the requirement would be a required involve-
ment in attaining high school equivalency skills, education.

Second, our Welfare-to-Work plan offers new job opportunities
for AFDC parents through a mandatory registration for job-skills,
job-search, job-experience, and job-placement programs. Our plan
offers individually-tailored guidance by assigned case managers.

Third, we will locate job service staff in our welfare offices to
provide immediate access. I am going to be assigning employment
security people to our welfare offices; in fact, the first application
you file in a welfare office will be a job application rather than a
welfare application. Potential welfare applicants will often find
their first application then is not for welfare.

Our initatives also include a major expansion in daycare. For
those individuals who are required to be involved in pursuing edu-
cation, in lifting their own potentials, as a condition for recipt of
the grant they will have expanded daycare and a small stipend to
cover the incidental expenses of pursuing that educ,,tronal opportu-
nity.

Finally, our initiative provides a new community work experi-
ence program. This program will provide on-the-job wo lc experi-
ence for those who lack job histories and who are unsuwessful in
the education, training, and job search components of the program.

Now, Learnfare represents a jointa jointinvestment, an in-
vestment between society and those who are most in danger of
long-term welfare dependence.

This massi% issault on low educational attainment also prom-
ise positive sk.,11over effects for the children of welfare recipients
and this is perhaps as important as anything else. Maybe for the
first time, children of AFDC parents will see the most important
persons in their lives, their role models, their parents, working to
further that parent's education. Mayoe for the first time they will
'oenefit from the increased self-esteem of their parents, who, rather
than be threatened by school work brought home by children,
would be able to assist and participate in the education of their
children. When children bring schoolwork home, parents at least
shouldn't be intimidated, and at best will be able to participate in
that educational effort.

Learnfare is the first in our we.iare reform effort in Missou-
ri. Our companion proposal, "Welfare-to-Work," provides a range of
employment-orLnted trair..:ng and job experience programs, and
graduates of Learnfare and recipients who have already gotten a
diploma or a GED will engage in activity designed to lead them
from the dependency of welfare to the permanence of eniploymel
and self-reliance.

Our initiative also includes a major new investment in child day-
care, as I mentioned, and other support critical to the transition.
We must remove barriers to the workplace, the barriers of lack of
education, the kind of thing that has made welfare so long-term for
a number of individuals.
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It is time for government to quit offering help only if people give
up and go on welfare. By expanding Medicaid coverage to low-
income families, we can prevent the fear of the loss of medical ben-
efits and remove an incentive to stay on welfare. And I have rec-
ommended in my budget for this year that, for children under five,
and for pregnant iiomen, we will emend that Medicaid in conjunc-
tion with the program that is being offered at the federal level.

We will also strengthen the enforcement of child-support obliga-
tions and will crack down on welfare fraud and abuse. That is
something that we have been in the process of doing, to try to
make progress on for some time.

I really believe our most important resource is our people. None
of us can achieve our full potential unless all of in have the oppor-
tunity to achieve our full potentials, and I believe that we as a soci-
ety can ill afford not to have a full effort from as many people as is
possible.

Learnfare and Welfare-to-Work take an aggressive yet compas-
sionate approach to these problems. Most important, they help
people to help themselves, and I believe that we really ought to ask
for people to be involved in the process. Welfare reform is not
something we should do "to" people; it is something we should do
"with" people.

Moving people from welfare to work is a joint enterprise. It is a
mutual investment. And the fact that we require individuals to be
involved is eminently fair and considered to be fair by welfare re-
cipients as well as the population generally.

VVe must recognize that governmentfederal, state, or local
can be a partner to other institutions in breaking the web of wel-
fare dependency and building individual opportunities.

National welfare reform proposals, I think, must acknowledge
the importance of state and community based reform-, I think
those efforts can be more successful when they adapt to the unique
characteristics of the 50 States of our country, and I am very
pleased to say that many of my ideas come from bouncirg these
ideas around between and among the governors, and I am grateful
to them for their assistance in shaping and fashioning things that
we hope will work in the community we call Missouri.

We have had some problems, obviously, in getting the right waiv-
ers, and what we would most like from the Federal Go'cernment is
the kind clarity and flexibility in rulemaking so that this system of
laboratories we call the Fifty States can work.

We explored the possibility of requiring mothers with very young
children to participate in the Learnfare Program. We were told
that to do so would require a Research Demonstration Waiver. W
said, "Well, fine. We will do a research demonstration to allow s
to deal with families with children under six rnrs of age." And
they said, "Well, that is too bad. Somebody has already done that
research and proved that it works. Therefore, you can't do it be-
cause the research has been done, and there are not research waiv-
ers available."

Well, it is time for us to move beyond that. It is time for us to
recognize that there is an appropriate need for flexibility, with the
clarity of rules that can allow for the experimentation. Yes, and
with the opportunity for failure on the part of one state, both the
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opportunity to discover that a program doesn't work but also the
opportunity to strike oilor I guess these days we would want to
strike something else more valuablein terms of making a system
work.

Reform requires investment. The State of Missouri is making
subst intial investment out of its General Revenue Funds in order
to move forward in this respect. It is an investment which, as Gov-
ernor Kean Las very clearly pointed out, will redoubt as well ore
more to the federal treasury if it is successful as it will to our own.

I thank you very much for your commitment to examining alter-
natives, to clear the web of dependency, and to remove barriers to
work and move people across the bridge to independence and pro-
ductivity. Our focus must be education as well as jobs, and I am
grateful for this opportunity.

Senator MOYNIHAN. Governor, we thank you for an extraordi-
nary statement. We very much appreciate it.

[Governor shcroft's written testimony follows:]
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Testimony Prepared for

GOVERNOR JOHN ASHCROFT

STATE OF MISSOURI

before the

U.S. Senate Finance Committee

Subcommittee on Social Security and Family Policy

February 23, 1987

[Senator Danforth will introduce you to the committees...!

I appreciate the opportunity to be with you today to discuss the Missouri

Lea- 'are /Welfare -to -work proposal. I at grateful for the leadership that

you, Senator Moynihan and this subcommittee are bringing to the issue of

welfare reform. Restructuring our welfare system must be a top national

priority. Our strategy must be to help Americans move from the dependency of

welfare to the dignity of work, from poverty to productivity. 'He help people

most when we help them to help themselves.

Increasingly, the welfare system is criticized as an obstacle to independence.

It has bred what amounts to a web of long-term dependency that drains

resources, productivity and the human spirit. Analysts from al' po.nts on the

polit,cal spectrum fault the welfare system for causing family fragmentation,

erecting barriers to employment, excessive cost and, perhaps most troubling,

for serious erosion in the aspirations and motivation levels of children in

welfare families.

359



354

Our current welfare system has wrung the spirit of hope out of most of these

families. We must re-awaken these citizens to their abilities and

opportunities. We need their productive efforts.

Our welfare system has been Around a long time. its old, and it's tired, and

it doesn't work. Our people whO con't work are caugnt in a system that

doesn't work, a system. in fact. teat is devoted to not working.

As governors, my colleagues and : >hare two important and related agenda

items: education and economic ce.e'oonent The Quality of schoolsexcellence

in education -- contributes gredry to :he overall quality of life, an important

consideration for industries seeking ,ocate or expand their production. An

educated and trained work force ,s tne xey component in Our states' efforts

attract and develop new industries finai:y, individual self-

advancement--like statewide econ,nic :evelopmentrests in are part on the

attainment of knowledge and ski::s

But, the changing world economy ,as restriLtec -lahJfact4ring employmentthe

traditional avenue to self-sari_ .r1Cy the unskilled. Service-sector

employment requires mastery of ,eacin;. .riting and computation skills.

Demographic projections indicate a national labor shortage by the turn of the

century. A declining number of 1,onj people and an ncreasing number of

functionally illiterate will con)ounc tnis problem.

Missouri is fairly typical in tnis respect. A report prepared for the

Missouri Opportunity 2000 Commission, wh1Ch I established to help our state
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prepare for the next century, forecasts our future labor force growth to be

well below the twenty percent level recorded between 1970 and 1980. Ten year

growth rates are expected to fall to thirteen percent during the 1980's and to

nine percent during the 1990's.

Future Missouri employers are likely to find entry level workers in especially

short supply. By the year 2000, seventeen percent of our labor force is

expected to be in the traditional entry-level age group, down from twenty-one

percent today.

While promising great potential, these deMographic circumstances do not by

themselves ensure job placement for

the educational grade level attained

employment.

In fact, completion of

compared to dropouts.

WIN program shows that

had completed the 12th

who had not.

welfare recipients. It is evident that

is a significant far...or in obtaining

the 12th grade doubles the chance for employment

For welfare recipients, recent data from the Missouri

among persons leaving welfare to take jobs, those who

grade accounted for over 50% more placement than those

And, of course, high school graduates have the advantage in obtaining higher

quality, better paying and more stable jobs. The literacy level of welfare

recipients must be reised to significantly increase the employability of

welfare recipients in today's and tomorrow's job market.
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The time has come to begin a serious and sweeping effort to use our collective

resources to liberate the God-given potential of people caught in the web of

welfare dependence.

In Missouri we are proposing a comprehensive program called Learnfare.

Learnfare will remove the lack of high school education as a barrier to

employment. CJmbined with Missouri's Welfare-to-work program, an initiative

providing training for skilled jobs, 1 believe we can successfully break the

cycle of poverty for many Missourians.

To break the cycle of dependency I believe our efforts must beg n with

education.

In Missouri, we know that previous job training programs for welfa e clients

have suffered from the fact that many of the i'cipients do not have the

necessary educational levels to make them ady for training.

Teen pregnancy begets low educational achievement, low educational achievement

begets unemployment and dependency. Even the most motivated welfare

recipients face stiff competition in today's labor market without a diploma or

GEO. Inadequate education also prevents recipients from being cc petitive for

job training opportunities. It is a vicious cycle that only education can

break.

Our Learnfare/Welfare-to-Work initiatives target these welfare dependency

factors with new weapons.
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o First, Learnfare boosts LI . educational level and job potential of AFDC

parents. Those who lack high school diplomas ill be require° to

register in adult basic education or an equivulent high school program.

Only those parents with preschool children or special hardships are

exempted cram this requirement.

o Second, our Welfare -to -Work plan offers new job opportunities for AFDC

parents through mandatory registration for job skills. job search, job

experience and job placement programs. Our plan also offers individually

tailored guidance by assigned case managers.

o We will locate Job service staff in our welfare offices to provide

immediate access. Potential welfare appl4cants will find their first

application is a job application.

o Our initiatives also include a major expansion in day care. This will

help AFDC parents get the maximum benefit from th: new education and

employment opportunities.

o Finally, our initiatives provide a new Community Work Experience program.

This program will provide on-the-job work experience to those lacking job

histories and those who are unsuccessful in the education, trairing and

job search comonnents of the program.

Learnfare represents a joint long-term investment by soci,., and those most in

danger of long-term welfare dependence.

This massive assault on low educational attainment also promises positive

spillover eff.-ts for the children of welfare recipients. Perhaps for the
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first time, children of AFDC parents will sec, the most important people in

their lives, their role models, working to further their education. They will

benefi, from the increased self-esteem of their parents, and recoglize the

importance of education and the doors of opportunity it can open.

When children bring school work home, parents at least will not be intimidated

and at best will be able to participate in Ceir chilcren's educational

effort.

Learnfare is the first step in our welfare reform efforts in Missouri. Our

companion proposal, Welfare-to-work, provides a range of employment-oriented

training and job experience programs. Graduates of Learnfare a.d recipients

who already have a diploma or GED will engage in activities designed to lead

them from dependency to employment and permanent self-reliance.

Our initiative also includes a major new investment in child day care and

other support critical to the transition to self-reltance. In addition to

"transition" day care for parents just entering employment, the new initiative

will provide a stipend to defray participants' transportation and other

program-related expenses.

We must remove other barriers to independence and dignity. Its time for

government to quit offering help only if .^rking people give up and go )n

welfare. By expanding Medicaid coverage to low-income families we can prevent

the fear of loss of medical benefits and remove an incentive to stay on

we"are. We will also strengthen the enforcement of child support obligations

and crack down on welfare fraud and abuse
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Our nation's most precious resource is 's people. None of u, can achieve our

full potential until each of us is enabled to take full advantage of

Opportunities for personal development and productivity. No less than any of

us, most people trapped in dependency want better lives for their families and

children. We all want our childr,.n to recognize their gifts from God, and to

make the most of those gifts

Learnfare and Welfare-to-Work take an aggressive yet compassionate approach to

these problems. Most important, nelp people to help themselves.

I began my remarks by noting tnat :me current welfare system has spun a web of

dependency that drains resiurces, .iroductivity and numan spirit. As the

welfare system currently exists, -'tents face a bewildering maze of

bureaucracies that -- although intended to nelppose a formidable barrier to

employmenti day care from one agen,y. ;ob search from another, education and

job training from yet other agen.ies 7ne same bureaucratic maze that faces

our clients also faces cur program a,;ministrators.

We must recognize that gover.imentr,oeral, state or local--can only be a

partner to other institutions In breaking tne web of welfare dependency and

building individual opportunity.

National welfare reform proposals -lust acknowledge the importance of state and

community based reform. IrJse efforts Lan more successfully adapt to the unique

characteristics of the fifty great states of our nation and the hundreds of
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local communities and neighborhoods. We need your help in changing the

current rules of our welfare system that allow for litre variation or

experimentation. We need federal legislation providing general and system-

wide waiver authority. State and local efforts to redu 31fare dependency,

such as Missouri's Learnfare/Welfare-to-Work, need thit ,lexibility to make

work more rewarding than welfare.

When wt were discussing our proposed programs with federal officials, we

explored tne possibility of .equiring mothers with very young children to

participate in Learnfare/Welfare-to-work.

We were told that to do so would require a Research Demonstration waiver. We

Said fine, how do we do that?

The federal officials responded that another state had already received such a

waiver as we were describing, with very good results. Since the topic had

already been "researched" we would not be able to secure SuCh a waiver.

We already know that it works, so we Can't secure another demonstration

waiver- -it's already been demonstrated.

Clear, simple rules from Washington will allow more creativity in treating

community problems and individual welfare cases.

There are no simple solutions to breaking the ,,,eb of welfare dependency. The

key is to prevent dependency. Education and work leaos to increased self-
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reliance and dignity. Work is always better than welfare because it ennobles

people and leads to the direct opposite of dependency--Independence a d

dignity.

Reform requires an investment, but it will be less expensive than perpetuation

of welfare dependency. I firmly believe that the people of this nation expect

more for their money than merely providing a subsistence to people trapped in

dependency. The alternative must be to brush away the web of depe',1ency by

removing the barriers to work. Our focus must be education and jobs.

Thank you, Mr. Chairman.
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Senator MOYNIHAN. Now we will follow our usual practice.
Senator Bradley?
Senator BRADLEY. Thank you very much, Mr. Chairman.
Let me say that occasionally some officials come in and offer

their testimony, P nd it is not, shall I say, "always enlightening,"
but I have found Doth of your testimonies exceedingly helpful to
the consideration of this committee. I mean that, and I appreciate
it very much.

What I would like to do is t' give Governor Kean a chance to
talk a little bit more about what we are doing in New Jersey in
child support, one of the areas that is so very important to the
total picture.

You mentioned job training and Medicaid and child care and
child support, and you talked about guidelines that you established
for child support. Could you share with the committee what the
impact of that has been?

Governor KEAN. Yes. When we have gone back and rechecked
again on the kind of child support that should be being provided by
fathers, we have been able to doubleactually doublethe amount
of money that we have received.

Senator BRADLEY. You have doubled the amount of money?
Governor KEAN. Yes, actually doubled.
Senator BRADLEY. Based on simply putting guidelines in af3 op-

posed to simply waiting for court orders?
Governor KEAN. Yes.
Senator BRADLEY. I think there might be a message there, Mr.

Chairman.
What about the impact of the review of old AFDC cases? By

simply reviewing old AFDC cases, what has the impact of that
been?

Governor KEAN. We went back and looked, working with the
courts, at about 1500 cases on a trial basis, and we found that,
again, we were able to E:Amost double the obligations and increase
collections by about $5 million, just for that sample. So now that is
something we want to do on a regular basis, and I think it is some-
thing we would recommend you consider now.

Senator MOYNIHAN. Would you send us those numbers? We
would appreciate that.

[The information follows:]
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Ctalr of ?riu 3irrnry
DEPARTMENT OF HUMAN SERVICES.

CRAITAL RLACC ONE
772 SOUTH s.ARREN STREET
TRENTON. NEW JERSEY OSE2S

2, 1911

The Honorable Patrick 1'o)nihan, Chair; an

Subcommittee on Social Security end
Family Policy

Vnitad States Senate
Washington, DC 20510

Dear Senator Moyn.han:

Thank you for the interest you expressed in Governor Thomas Kean's
testimony regarding the need to strengthen child support enforcement
as part of welfare reform. We believe that the recom.sendations which
we made at the February 23 hearing on Work and Welfare would result in
enormous savings in welfare expenditures at both the federal And state
level and a more decent standard of living for children living in single
parent households.

The following summarizes projects we have initiated 01 plan to initiate
in the near future and the need for federal legislation:

1. nalapLISHHENT OF CHILD SUPPORT GUIDELINES

Last year the Nev Jersey Supreme Court re:2ased guidelines which
are based on a concept ^ailed "income shares" that allocates the
proportion of disposable income that normally would have been spent
on the children of an intact family. We anticipate that these
guidelines could more than double child support orders in New Jersey.
Persons with incomes below the poverty level will not be subject to
the guidelines but will be required to pay a nominal amount.

Federal gctica Needed

Because of the demonstrated success of this program, we propose
that states be required to conply with child support guidelines as
a ratter of law, held to the irreparable halm standard.
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2. UPWARD MODIFICATION OF CHILD SUPPORT PAYMENTS

In July 19E we conducted a pilot project in ot.e of our counties
to determine whether prior child support orders were in compliance
with the new child support guidelines. Because we found such enor-
mous discrepancy between the orders and the amount the absent parents
should pay, we extended this project to 19 of the 21 counties.

We have reviewed about 1500 cases which has resulted in increasing
child support orders from $2.2 million to $4.9 million, a 130 per-
cent increase. This repretents only about three peter... of the
50,000 absent parents with children on welfare who we estimate have
incomes below the guidelines. About 26.3 percent of the AFDC cases
were closed due to the increase in the child support collections.

Furthermore, we have found that, contrary to popular belief, most of
tne obligors have incomes high enough to / their fair share of
child support. A review of 650 cases in seven counties found that
the average annual gross salary of the obligor as $20,266. Also,
virtually all of the cases had health insurance which possibly could
be eveilable to the children?

Federal Action Needed

We propose that states be required to modify child support orders
on a regular basis in compliance with specific income guidelines.
States should be permitted to do this administratively rather
than through the courts. This would reduce administrative costs
and increase t'..4 number of cases which can be processed.

3. PRIORITIZATION OF CHILD SUPPORT CASES

Currently, federal law requires t'-at we treat all child support cases
the same. However, we would like to give priority to those cases in
which the custodial parent is participating in REACH.

Under the curreAt system, if a welfare client accepts a job at or
slightly above the minimum wage, this individual will suffer a sub-
stantial loss in AFDC payments and Medicaid coverage. This results
in a disincentive to accept training or entry-level employment. If

we were permitted to target our enforcement efforts toward the ab-
sent parent in those cases, we could increase the welfare client's
total income and assuage her fear that wages from a job would not
be sufficient to compensate her for lost welfare benefits.

Federal Action Needed

The Secretary should be - 'anted clear authority to grant waivers to
states that want to target their child support enforce/Pent resources
towards case., which will reduce welfare dependency.
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4. IMMEDIATE INCOME WITHHOLDING

As part of our welfare reform initiative, we will request state
legislation which will result in automatic immediate wage with-
holding in cL1.1 support cases at the time the order is issued.
The current federal requirement irthat wages are withheld when
the obligor is 30 days in arrears. The requirement in New Jersey
is 14 days, yet we have found that this mole stringent standar' is
also inadequate.

The reason is that by the time we locatt the employer, find the
obligor, notify him and wait for a response and the exhaustion of
all of his administrative appeals, it is months before the wagen
are actually withheld. During that period we estimate that abort
$20 million is lost in New Jersey in child support payments. Fur-
thermore, this estime applies only to AMC cases. If non-AFDC
cases were included, the impact would be even greater.

It is clear that the current system is not working. It is costly,
ineffective, and unfair to the child who is denied the basic neces-
sities of life for months at a time. Furthermore, the current
system reinforces the attitude that wage withholding is a stigma
which it should not be.

Federal Action Needed

While we plan to initiate this change in New Jersey our success
will be limited because 30 percent of all absent fathers owing
child support reside in other states. This is an interstate issue
which can only be fully addressed at the national level. The fed4
eral gcernment should require that wage withholding be automatic
for all adjudicated cases at the time an order is entered without
the need for presumption of default.

5. SPECIAL PROJECTS TO REDUCE WELFARE DEPENDENCY AMONG TEENAGE PARENTS

The Department has been awarded $1.9 million from the Office of
Family Assistance for a program to reduce long term welfare depen-
dency among teenage parents in Camden and Newark. An innovative
component of the program will be that teenage fathers will also be
required to participate in job training or attend school in order
to recei,,e other welfare benefits such as AFDC, food stamps or
general assistance. This should result in increasing child .upport
collections.
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The Honorable Patrick Moynihan. Chairman
page 4

March 2. 1987

Federal Action Needed

States should be permitted to make special efforts to enroll fathers
in AFDC or food stamp employment and training programs when the
custodial parent and child are also on pOlic assistance.

In conclusion. in order to assist New Jersey and other states to obtain
the support children are entitled to, we ask that states be required
to comply with child support guidelines as a matter of law; be permit-
ted to modify child support orders administratively to reflect increased
earnings of the obligor; be granted the flexibility to prioritize cases
to reduce welfare dependency; and that all states be required to with-
hold wages at the time an order is entered.

Please let me know if I can provide any further assistance.

DA:17
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Senator BRADLEY. And on immediate wage withholding for the
AFDC noncustodial parent, the impact of that? Wfsild you suggest
we do that or that we would allow you to do that?

Governor KEAN. Yes. We estimate that we will increase our col-
lections, just with that stpp, and even with the problem of delin-
quent fathers in other states, by about 20 percent, or $11 million in
the first year. So, that is an important step, too.

Senator BRADLEY. What occurs to me is that you are really going
after the very difficult part of the welfare population, which is so
important. You are not just skimming off the top, but you are
really saying that if New 'Jersey has a booming economy, which we
have, nd if it can be done anywhere, it ought to be done in our
state, because the jobs are there, the demographic trends are there,
and the commitment of a state government working with a federal
government might actually make an impact on chat problem.

Governor KEAN. A great impact, I believe.
Senator BRADLEY. Mr. Chairman, thank you.
And again, I would like to thank both of the witnesses.
Senator MOYNIHAN. Indeed.
Governor Ashcroft, would you like to have your associate come to

the witness table so we can welcome him?
And you are Mr.?
Mr. &ANGLER. Gary Stangler,
Senator MOYNIHAN. How do you do, Mr. Stangler. Good after-

noon.
Senator Danforth?
Senator DANFORTH. Mr. Chairman, thank you very much. I share

the comments of Senator Bradley; I think that this has been very
interesting and informative testimony by both governors. I also
think, Mr. Chairman, it is further evidence that, we don't have a
monopoly on good ideas in Washington, that them are plenty of
people out there that

Senator MOYNIHAN. We were getting pretty close to a monopoly
on bad ideas. [Laughter.]

Senator DANFORTH. That is very possible.
Senator MOYNIHAN. WC: seem L, have a corner on that market.
Senator DANFORTH But I think, to 'roar some of the innovative

thoughts of people who have been working in the states on these
matters is really very, very exciting.

Governor Ashcroft, I take it that you are not here to ark us to
spend a lot of money; you are here to ask us to let you do your
thing. Is that right? What you want is flexibility, what you want is
the ability to put your program in place. Is your program in place
now, or are there some barriers that we have someho,., created at
the federal level?

Governor AsHcRorr. Well, as I indicated, we would like for our
program to be in place for families with children who are under six
years of age. Right now, we asked for weiver, and someone else
had already done successful researc; saying six years wasn't logi-
cal and that it would work under tax years; but, since that has
been done, we couldn't do it.

We do need the flexibility. We are not asking you to spend m re
money. Ideally, I think Governor Kean and I are asking yo i to
spend less money, to join with us in an investment that sht,uld
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help us spend less money., :aid we do need the flexibility and clar-
ity.

One of the problems is that so many of the welfare services cut
across the lines of a wide range of agencies, so we do have a prob-
lem with regulations. Unfortunately, I am not as conversant with
all of those problems as I ought to be, b-t tend to hamstring
our efforts.

So, any move toward flexibility for us to make these experiments
will be helpful.

In the first year we are starting this program, we have a $9-mil-
lion or so fiscal note. We Pre going to be usii.; some of the federal
funds available to us now. will cover about $3 million of the pro-
gram. It will take about $6 million of state reYenue. And I believe
there is at least an equs2. payback for every one we move off wel-
fare, so that the Federal Government's investment in what we are
doing here really is less than states, but its return will be equal
to cri greater than the states'.

What we are asking for here is greater flexibility and clarity and
opportunity. We are kind of asking for opportunity so that we can
promote a different kind of opportunity among the people.

I want to make one other point, and that is about the concept of
who we are dealing with. I think Senator Bradley very carefully
noted, that when you are down to 3.6 percent unemployment like
you are in New Jersey, you are dealing with long-term hard people
to get off the rolls; it is not a process of skimming or of "creaming"
as they say.

And my program is a required program. You have to, in order to
maintain benefit, improve yourself educationally if you haven't at-
tained the skills. It would be pretty easy to develop a program
which said it was voluntary, and just take the people who were
highly mo'ivated and were going to do it anyhow, and the people
who do not constitute a part of a long-term welfare problem. I
think when you require activity and require participation by recad-
ents, when you get down into that groui, of individuals who tend to
stay on welfare, the people who are on there for multiple numbers
of years and have a one in twenty chance under the current system
of ever getting off, and you begin to ask them to participate, I
think that is fundamental.

Senato DANFORTH. Just one other question: In providing addi-
tional flexibility, is this something that we cold do generically? I
mean, do we just pass a bill which in effect says the states have
more flexibility? Or is the quest for flexibility something that is
pursued on an ad hoc basis? Is it part of the problem of dealing
with the Federal Government that all the time barriers to your dis-
cretion crop up, or instead, is it something that is the nature of the
welfare program as currently drafted, suid something that we could
fix by inserting the appropriate language in specific legislation?

Governor - AsHotorr. There has been a report to the President
that recommends a system-wide waiver that would give a great
deal of flexibility.

Jou may be able to comment on that more intelligently than I,
Gary.

Mr. STANGLER. Senator, what the domestic policy report to the
President suggested was system-wide waivers. At the local level, re-

3 7 4



369

cif ients get daycare from one agency, job training from another
agency, adult education from another agency. And in the current
system we can give waivers in ,-,ategorical programs, and I would
think that the idea of a system-wide waiver may indeed have merit
to be considered in the legislation you are describing.

Governor KEAN. Senator, to also answer that, we need to be able
to get waivers independent of the research areabemuse the re-
search area is limited. We have run into exactly the same problems
that Governor Ashcroft ran into. All of us do. In other words, if we
had the flexibility to seek waivers not just for research but for solid
programs, I think it would be helpful for all of the states.

Senator DANI7ORTH. And that can be done genes -qtly? That can
be done by general language in a bill?

Governor KEAN. Yes, I believe so.
Senator DANFORTH. Thank you, Mr. Chairman.
Senator MOYNIHAN. Could I say that I was with Mr. -1obbs

Friday evening. He said, I guess on McNeil-Lehrer that the Presi-
dent's proposal is going to come up to this committee, and we are
going to -welcome it, and we welcome him.

I hear you both, and it has just been a long succession of men of
equal stature in our country saying that we have a moment of op-
portunity heredon't we? This is the one thing in the country
where maybe nobody is mad at anybody anymore. [Laughter.]

I mean, we are trying to work this thing together.
It is tough. Let me just say that we had Mayor Holland who

came down from Trenton to testify on behalf of the Conference of
Mayorsbrilliant testimony, a fine mayor. But there you are, sir,
with the second highest per capita income in the country, and an
unemployment rate which cven 20 years ago was thought to be
lowyou know, 3.6 percent is full employment. And yet a quarter
of the population in your state caoital is on welfarea quarter of
the population, in Trenton.

And you, sir, come from the Great State of Missouri, as Senator
Danforth has taught me to say. That brings to mind Lee Rain-
water's great studies o: Pruitt-Igoe which were done at Washington
University in the 1960's. Pruitt-Igoe won a nationwide award for
design excellence, and so forth and so on, but it was all destroyed
when the Housing Authority couldn't control the vandalism and vi-
olence that plagued the project. In the end, the only thing they
could do with what was thought to be one of the best housing
projects in the world was, as Governor Ashcroft said, dynamite it.
That was the only thing they could think to do.

Senator DANFORTH. I elieve we are dynamiting another one this
week, aren't we, in Kansas City?

Governor 4sticsorr. Speak for yourself. [Laughter.]
You are not going to get me to say Ian ivnamiting housing.

[Laughter.]
Senator BRADLEY. I understand Senator Danforth would like to

submit a staternent to the -ecord concerning dynamiting. [Laugh-
ter.]

Senator MOYNIIRN. Yes. We will leave the record open for a
week in case there is some unexplained explosion in the Western
part of Missouri. [Laughter.]

375:



Si 0

Could I ;ust sayand thanking you very much, both of youthat
I heard three things. I heard the idea of contracts. the idea that
there is an exchange df obligations, that citizens have them and so-
ciety has them towards citizens. Mr. Mead over there has taught us
something.

I hear you talk aboutthe word "targeting" is not the best term,
but that there are particif-ar persons who you can recognize as
being very much at risk in this system, whereas others ar-n't,
really, if at all. And there will be a certain number of persons for
whom AFDC is a form of income replacement, just as unemploy-
ment insurance is, and then something happens with a divorce and
separation, and people get their lives back together. But there are
some people who walk in your door, and you know they are candi-
dates for a lot of troublearen't they?and their children. And
you want to be careful with them.

I also hear child support. You both think there is a problem. You
know, our system of welfare began as a widow's pension, back
when women were expected to stay at home. Well, it can't work in
a world in which less than 5 percent of the recipients of AFDC are
widows. There is a paradox. There rs another paradox there, when
he or sometimes she has earnings.

You might be int:rested in the fact that in Indianapolis they are
taking some of those very young people, the young males, and they
say, "All right, we are gomg to mtroduce you to the pleasures of
manhood, and you are going to pay, say, $12.50 a month. Get start-
ed." You know? We'll say, "Begin paying now, because you are
going to be some day, and your child is still going to be minor,
and you are going to be making adult wages."

Can I ask you one more question before you leave? The WIN pro-
gramI want both of my colleagues to hear thisit's funding is
due to expire in June. You wouldn't want to see that happen,
would you? Mr. Stangler and Mr. Altman, join in.

Mr. &ANGLER. Absolutely not, Senator. What we want to do will
require a WIN demonstration way ver to implement Learnfare.

Senator MOYNIHAN. A WIN demonstration waiver wouldn't help
you very much if there was no WIN.

Mr. STANGLER. That is right.
Senator MOYNIHAN. I think you have logic on your side.
Mr. STANGLER. Thank you, &nator.
Senator MOYNIHAN. And Mr Altman?
Mr. ALTMAN. I think that is right. I think the really important

principle is that, as the Federal Government shares in the savings,
A should share in the investment necessary to produce those sav-
ings, whether' through WIN or in some other way.

Senator MOYNIHAN. Well, we are facing a deadline 11 ere, and pm-
sibly we can use this to further the purposes of getting ourselves
some general legislaticn as well as specific legislation on this
matter.

Senator DANFORTH. Thank you, Mr. Chairman.
Senator MOYNIHAN. Governors, you probably have 50 places

where you are supposed to be, and the President is probably wait-
ing for you. You couldn't have been kinder, and we very much ap-
preciate your testimony. And thank you, Mr. Stangler, and thank
you, Mr. Altman.
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Can I say to our guests here that we are not finished. We are
almost finished, but Senator Larson is here.

Senator Larson, you have made it here from Connecticut, and we
appreciate it. We heard earlier from your associate Art Agnos from
California.

I really must ask that we have quiet in our committeroom so
that we can hear our guest.

Senator, we welcome you. We know it was a hell of an experi-
ence getting here, but you made it.

STATEMENT OF THE HONORABLE JOHN LARSON, PRESIDENT,
CONNECTICUT STATE SENATE, ACCOMPANIED BY FREDRICA
GRAY, EXECUTIVE DIRECTOR, PERMANENT COMMISSION ON
THE STATUS OF WOMEN, AND CECILIA J. WOODS, LEGISLATIVE
AND RESEARCH DIRECTOR, SENATE DEMOCRATIC OFFICE,
STATE OF CONNECTICUT

Senator LARSON. It was a harrowing flight, Mr. Chairman.
But certainly, Chairman Meynihan and members of the commit-

tee, it is an honor to testify before the Subcommittee on Social Se-
curity and Family Policy. I am certainly grateful to Joy Wilson of
the National Conference of State Legislators for providing your
committee with testimony, and to your staff, Senator, for the atten-
tion they have given my staff in preparing for today's hearing.

Senator MOYNIHAN. That is very thoughtful of you.
Senator LARSON. For the record, I am John L' -son. I am the

President Pro Tem of the Connecticut State Senate, and accompa-
nying me here today and sitting directly behind me are Frederica
Gray from the Permanent Comm:Jsion on the Status of Women
and Cecilia Woods, the chief analyst and Research Director for the
Senate Democratic Office, State of Connecticut.

Senator MOYNIHAN. Ms. Gray, and Ms. Woods, if you would like
to join us up here, we would like to have you do that.

Senator LARSON. We would like to have them up here, Senator;
they have been dying to meet you and of course be conversant with
you, but they are a little shy, and I am glad that you brought them
up here.

Senator MOYNIHAN. We welcome you, ladies.
Sena Or LARSON. I would like to compliment you, Senator, for the

comprehensive nature of the work you are undertaking in your in-
quiring into welfare reform or replacement.

Commissioner Heinz from our Department of Income Mainte-
nance in the State of Connecticut has attested to a holistic ap-
proach in cor cern for the family in this committee, and, Mr. Chair-
man, I wouk. Je less than honest if I didn't indicate to you that
"Family and Nation" has provided much in the way of intelectual
underpinnings for a program of work that we have "mbarked on in
the State of Connecticut.

We in the State of Conne.ticut have introduced a comprehensive
program entitled "The Future of Connecticut Families, Balancing
Home and Work," and our goal is to establish a comprehensive pro-
gram that nurtures our primary institutionthe family. The
family, by the way, is an institution whose deterioration has been
noted by this committee. We know, of course, that as a nation we
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have no national policy that is directed at the family; in fact, we
are alone in the Western Democracies of this ;orld in that circum-
stance, that tmfortunaze circumstance.

This gives added emphasis, in my mind, to the need for a policy
in the area of work and welfare that we have been asked to com-
ment on here today. It also exposes the broader interrelated con-
cerns which if neglected, will further weaken the American
family.

Let me focus, then, on work and welfare from a state legislator's
perspective. Certainly in the State of Connecticut we are not
unique and share several similarities in dealing with povrrty on
both a structural and cyclical basis with many other of our fellow
states.

I think, in considering the following from the State of Connecti-
cLt, and listening to the Governors, we are the wealthiest state in
per capita income in the United States, and yet we have three f
the poorest cities in this country. Seventy-eight percent of our poor
are women and children. Ninety-four thousand children are living
at or below the poverty level in our state. One child in seven under
the age of six is impoverished in the State of Connecticut.

I know Commissioner Heinz has talked about the national situa-
tion where one in four children is impoverished. Without a compre-
hensive policy, we feel very strongly that we are forsaking our
future.

It used to be, in the 1950's, that 70 percent of all families con-
formed to the model of the working husband and the woman stay-
ing at home to rear the children, what we called the "Father
Knows Best" model or the "Ozzie and Harriet" model. It is not
quite clear what Ozzie did for a job, but that is the model that we
have referred to frequently in testimony.

In 1986, we have seen this figure drop below 7 percent. Families
are in transition; dual households are the rule not the exception;
single-parent households are increasing; and in Connecticut, 40 per-
cent of all families maintained by women live below the poverty
level.

Senator MOYNIHAN. In the state with the highest per ,pita
income.

Senator LARSON. In the state with the highest per capita income!
In establishing a public policy, interrelated neeas require collabo-

rative attention by both the state and the Federal Government,
which includes si decent jobthe real ticket out of welfarechild
care and nutrition and medical care that is associated with rearing
children, job retraining, transportation, and affordable housing.

A work and welfare agenda that is incentive-oriented, that fos-
ters dignity and integrity, can form the cornerstone of federal
policy that buttresses the family.

In our family and workplace program in the State of Connecti-
cut, we have emphasized the importance of economic self-sufficien-
cy and supportive servit.e. This is a direct means of addressing the
welfare-to-work problem that is not a quick fix and requires of )-
stantive counseling and c ntinuing education.

Economic self-sufficiency creates esteem and value associated
with having a viable job, and it serves to foster dignity within the
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recipient; partici., , when we are looking at the struc-
turally poor, we re, , importance.

To achieve this, , _ .. that, aside from its funding of pro-
grams that encourage incentives to get off of welfare, that the
states have the continued flexibility as was outlined by the Gover-
nors to create and devise their own programs; for, what works in
Hartford may not necessarily work in Hackensack, with all due re-
spect to Senator Bradley and the good Governor who preceded me.

In Connecticut, for example, we have two incentive programs
One has been in existence over the past year, and the other one we
seek to create. One is a pilot program on supportive work that we
want to expand to some of our poorer cities. It targets welfare re-
d; vents and aids and supports them by Lading unsubsidized em-
ployment.

We have a Women's Employment and Education pilot program
that places increased emphasis on job development, job matching,
and places AFDC women in peranent jobs in the private sector, a
model that we adopted from your State of New York, Senator.

The results of the data we have received have been encouraging.
In our supportive work model, we saw a 22 percent increase in the
number of recipients who entered permanent unsubsidized employ-
ment, and the Women's Employment and Edu,;a pilot, again,
rc ,deled after the New York program, boasts an 85-90 percent re-
tention basis for people who are employed in private sector jobs.

Economic self-sufficiency in our rinds a/ o means a commitment
to close the gap as it relates to pay equity, to increase the mini-
mum wage, and to service the displaced homemaker, the underem-
ployed, the underskilled, the disabled, and the working poor. Eco-
nomic aeif-sufficier^y can only be accomplished with supportive
services, which include adequate child care, medical and nutrition-
al needs, continuing ed, jobs training, remediation for the undered-
ucated and the underskilled, not to mention, as I have in the past,
both transportation and housing needs.

In our program, we have sought to increase rates for purchase of
service for daycare for AFDC mothers. In the States of Connecticut,
where the cost of daycare on average was $70 a week, we were pro-
viding AFDC recipients with a $45-stipend. Obviously that is not an
incentive for a working parent who is concerned about rearing
their child to get off the welfare rolls and into employment and be
assured that their child is receiving adequate care.

We have expanded the creation of tax incentives for the private
sector, so that business can become more directly involved through
tax breaks in terms of offering a childcare center. And for smaller
businesses we have sought out consortiums, to form consortiums,
on their behalf with outreach work done by the State of Connecti-
cut, to encourage programs for the smaller private sectors.

In conclusion, Senatorand I thank you for allowing me to sum-
marizethe nation needs a national policy that addresses the
cerns of all families, or sr. certainly will be forsaking our country's
future.

"Work acid Welfare" and the policy that will be formed by this
subcommittee will play an integral part of that national policy and
should apply, in our mind, again, to an incentive that is flexible
and provides states with varying models. Models that inchcate the
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kinds of initiatives that states across this nation have taken, and
perhaps ideas also that have come forward from Washington that
instill and foster dignity, so that, particularly, the structural and
generational and attitudinal problems that are inherent with the
impoverishvi ran be addressed, with the understanding cl the need
for self worth and self esteem.

Lastly, Senator, to avoid past failures, programs of this nature
need integrity. Senator, something that you emphasized in your
book "Family and Nation" and something I feel very strongly
about, is the need, when we are putting forth creative ideas and
programs that are addressing our welfare concerns, that we have
the evaluative tools necessary to measure the worth of those pro-
grams and to indicate whether or not they are efficiently run and
are effective on behalf of their recipients. Without this, I think
that we as states are not going to be accountable to the Federal
Government when we ask for funds or to the taxpayers who ulti-
mately pay the bill.

I thank you for your time before the committee, nd I will
answer any questions you may have.

Senator MOYNIHAN. Thank you, Mr. President, and I am sorry
the committee as a body is gone, as they were very slow in arriv-
ing.

On that last point, Art Agnos, Assemblyman Agnos, who was to
speak with you this morning, described this program in California,
GAIN. They have engaged the Manpower Demonstration Reseqrch
Corporation, MDRC I am sure you know themto monitor hat
gces on. You know, "You come in, and watch how we do this."
They are studying now 9 counties, and by 1990 they mean to be
statewide, and they are going to keep themselves honest.

The great point there is, when you don't have real records,
anyone can come along and say anything about you, and you can't
dispute it. I mean, we have been going through a sort of time in
this town for the past five years in which the reigning doctrine is
that you have problems because you tried to do something about
them.

Senator LARSON. Well, I believe you tried or attempted to create
an Office of Legislative Evaluation that ultimately became the
function of the GAO, and it was the good Senator Abraham Ribi-
coff from my State of Connecticut that initiated that.

But I feel there is very definitely a need on the state level, not
only in matters of welfare and work but also in other critical areas
of initiating legislation, that we have these kinds of evaluative
tools before us.

Senator MOYNIHAN. I am going to have to close off now, because
we have a full committee hearing at 2:30, and they have to sort of
straighten this room out; otherwise, they will Abolish our subcom-
mittee. [Laughter.]

But I wanted to make just two points Your highest per capita
income in the country and perhaps in t' world is in three to four
cities. And Governor Kean came in i a the second highest per
capita income, and a fourth of the pc, ,Nation in his capital is on
welfare.

Senator LARSON. Their employment is a little bit better.
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Senator MOvNIHAN. Yes. But ,,ote thisnote thisyoung chil-
dren in Connecticut are twice as likely as adults to live in poverty.

Senator LARSON. That's right.
Senator MOYNIHAN. One in 15 adults, and one in seven children

under the age of six. Is this the way we are heading? This pattern
is everywhereyou find it with variations in the mountains, the
proposition that you are twice as likely to be poor if you are a child
than if you are the average adult. It k the first time in oi.r history
where the poorest in our population are the children. History isn't
going to let us get away with this.

One other question: You have a family agenda of some 30 bills,
you say?

Senator LARSON. Yes, we do.
Senator MOYNIHAN. Would you please send them to us?
Senator LARSON. Yes, Senator. And we would like dearly at some

pointand I know your busy scheduleto have you come to Con-
necticut. Certainly your voice matters on programs of this urgency.
We would like to think Connecticut is going to be on the leading
edge of establishing a comprehensive family policy, and to have
someone of your stature come to our state to speak on behalf of
that would be an outstanding boost to our program.

Senator MOYNIHAN. I accept. And thank you very much, ar.d Ms.
Gray and Ms. Woods. Thank you for joining us.

We will call this fourth of our five hearings completed.
[Senator Larson's written prepared testimony follows:]
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"Work and Welfare"

Testimony of Senator John Larson

President Pro Tempore

Connecticut Cameral Assembly

Before the Cormittee on Finance,

Subcommittee on Social Security

and Family Policy

February 23, 1987

I 4M very honored to be here today to testify on work and welfar rom a

state legit:tiptoe, perspective and to represent the National Conferen... of

State Legislatures. I congratulate Senator Moynihan and other members of the

Subcommittee on Social Security and Family Policy for their foresight in

attempting to frame a national policy that will adAress not only work and

welfare but many of the other interrelate, concerns which are contributing to

the deterioration of the American family.

I am Senator John Larson, President Pro Tempore of the Connecticut State

Senate. While I represent East Hartford, East Hir.door, South Winosor and

Ellington, the issues I have been focusing on are not indigenous to my

communities or even to the state of Connecticut. I have been working for six

months with lawmakers and other experts representing many areas of family

concern to develop a package to examine as fully as possible the new

priorities of the changing family unit. We are convinced that state

government efforts must be redirected to ensure that our dollars (and those of

:Federal government) are serving the needs of tod'y's family.

While we have been concentrating on promoting a new family agenda for the

state of Connecticut, I believe that these issues have national significance

and can be useful in structuring a national model to combat poverty and

strengthen the family.

It is really distressing to note that we are the only Western democracy

that does not have a national policy that focuses on the needs of the family.
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We need s federal policy that will buttress the family and one that can be

Incorporated into our national fiber both financially and philosophically. We

must start supporting programs that b.fit and uplift the family as a unit.

Our vision for the future of this nation must actively account for the

concerns of family and we must put forward public policy that nurtures this

primary institution. Without concern for our families, we will be unable to

sustain a productive climate for the nation's future and in turn our economic

and social environments will continue to deteriorate.

In Connecticut I have introduced a new family agenda, whl, 11 require

passage of more than 30 bills to enact completely. This is a first-time

effort to assess and address a complete and balanced range of family issues

11%.1.=eing day care, parental - medical leav _ssibility to health care

services, housing and job training art 1 Ar It. This program's impact spans

several legislative committees and state gncies.

I know that you are aware vi the remarkable trends in our country. With

more children than ever being raised in households steered by one working

parent or by one parent on AFDC, we have a responsibilit7 to rethink and

reshape family services. While you are addressing plight of the welfare

recipient, you know that there are millions of wet:en who comprise the working

poor and are often in and out of the welfare system. Even in a rich state

like Connecticut we find that children are really suffering. 'Young children

in Connecticut are twice as likely as adults to live in poverty. One in 15

adults in our state lives below the poverty level. One in seven children

under six lives below the poverty level" according to Crowing Up At Risk In

Connecticut, A Collaborative Project of The Connecticut Association for Human

Services and The Junior League of Hartford. This signals that we may be

sacrificing our children's Jell-being and future generations may not be even

as well off as we have been.

While we may not Agree on all of the reasons why women and children find

themselves in poverty, we can certtl..25, concur that day care should be an

integral part of a national palcy on the family as should employment and

training. We all know that American society has been forced to redefine what
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constitutes a family -- and that is not yet clear. We have learned that

families come in a variety of forms and that these families should be

strengthened, supported and valued equally. But one thing that is clear is

that children wno grow up in a stressful environment, with inadequate

nurturing and attention, will not have a very bright future. in Connecticut

alone, 40% of the teentge inmates in the Connecticut Department of Corrections

have not received sore than a ninth grade education. Kids need to get a good

start. And one way to insure that kids get a good start is to establish a

national policy that reflects a commitment to strengthen our working 'sallies.

As you know, we in Connecticut are very fortunate to have had Commissioner

Stephen Heintz from the Department of Income Maintenance serve as Chair of the

Hatter of Commitment Steering Committee of the American Public Welfare

Association and National Council of State Human Service Administrators (a

joint policy development project). Since has already testified before your

Subcommittee, I will not reiterate those points which he addressed. Howe "er,

in order to understand some of the components of our family agenda, I would

like to summarize briefly what we have been doing in Connecticut in the work

and welfare area.

In Connecticut we have recognized that mere -quick placement" into low

paying, dead-end jobs is not productive for many AFDC recip'ents.

Transitional supports are essential. Basic education, job training,

counseling, child care and transportation are prerequisites for placement in

good jobs with real chances for advancement and good benefits.

We are concentrating on your [Lame, -Work and Welfare. Connecticut

instituted its 'JO- inection' in October, 1985, under WIN-demonstration

authority. The t . year of operation saw a 22 percent increase in the

number of recipients who entered permanent unsubsidized employment. The

number participating in education and training programs more than dJubled from

the previous year.

Connecticut's Job Connection places emphasis on adeque and supportive

job preparation. ilelfare recipients can improve basic skills, receive the

equivalent of a high school diploma, or enroll in community or state
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technical college. The state also offers supported work grant diversion model

programs. Participants in the supported work program receive wages, instead

of AFDC payments, counseling, skill sharpening, and temporary placement in a

private job -- a job which becomes permanent after a successful transitional

period of about 5 months. Retention is high. In this situation everyone wins.

'De state wins as another AFDC recipient becomes self-sufficient; the employer

wins, having gained an employee who has proven his or her skill - and the

participant wins freedom from poverty and dependency on the state.

In our family agenda legislative package, we have a eection devoted to

economic self-sufficiency -- an area we feel is critical for self-esteem. The

stability of our nation's families is affected in large measure by their

ability to achieve and maintain economic self-sufficiency. We want to provide

adequate mechanisms to enable poor families to reach this goal. In this

philosophical context, we have focused on education, job training, pay equity

and equality of opportunity. The emphasis is on job development, employment

re-entry and welfare-to-work programs.

We hope to expand our supported work model. This model targets welfare

recipients and aids these people in finding and maintaining unsubsidized

employment. We have two such programs already in existence -- one in

Hartford /New Britain, the other in Bridgeport (a state enterprise zone). We

hope to establish this supported work pilot as a permanent program and to

establish two more sites. The per participant cost for this program is

estimated to be $2,000+.

We also plan to incorporate a new Women's Employment and Education Pilot

Pro.ram into our family agenda. This pilot program is based upon a successful

New York City program. We hope to place major emphasis on job development and

job matching to place AFDC women In permanent jobs. We plan to give

significant attention to extensive follow-up and support services. This

program to date has boasted an 85-90% retention rate one year after placement.

The long term benefit is that AFDC mothers will be able to become

self-supporting and financially independent and that the state AFDC costs will

decrease accordingly. Spending monies on welfare-to work programs should be

viewed as an investment because employment is the only way out of poverty.
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In Connecticut we are firmly committed to pay equity. In 19'9, the

General Assemb17 funded a pilot study to research pay equity in state service

jobs. The results of the study revealed widespread pay disparities in 250

state classified positions. In 1981, legislation was enacted to mandate all

2600 classified be compared by "objective job evaluation". To date, the

process has shown a 17-202 wage gap between jobs held predominantly by men and

jobs held predominantly by women. Four million dollars was appropriated last

year to begin to correct the wage inequities. Our proposals for this year is

to appropriate an additonal $10 million dollars for FY '87-88 to be used to

implement pay equity in State service jobs. We know this is a way to help the

working poor, many of whom are female, and most regrettably, are unsupported

heads of households.

We have also set a priority to provide services to displaced honemakers,

underemployed and disabled persons. Many working parents, both men and women

(and we are as concerned with men as your subcommittee is) are struggling in

positions that are lowpaying and offer little benefits or career advancement.

Connecticut wants to educate and retrain -hese adult citizens. We plan to

establish another pilot program in the Department of Labor wherein incentive

grants would be awarded to community agencies in each Congressional district.

These programs would provide postsecondary adult, basic education, supportive

services, training and placement to serve displaced homemaker, underemployed

and disabled populations. We hope to spend $1 million dollars in our state

for this effort.

We recognize (and other states should also) the need to train er en for

nontraditional jobs that are career-oriented and more lucrative than the

lowpaying deadend occupations in which women are traditionally found. These

women can, and should be trained for skilled craft and technical occupations

including electrical, painting, plumbing, electronics, drafting and other

nontraditional fields. These efforts should include apprenticeships and

specialized training through vocational technical schools and tect.nical

colleges. One such project in Connecticut, Women Working Technical, is about

to get underway at Hartford State Technical College. Other projects have

trained women to become cable television insta'lers (Hartford College for

Women) and to help women enter construction fields (Bridgeport YWCA).
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Finally, we are all aware of some of the excellent benefits o' the Head

Start program for children. We want to catch these parents who didn't get a

head start. We envision a head start for parents in the adult education

arena. There is substantial evidence which indicates that a large number of

single parents face a wide range of barriers preventing them from entering the

labor force and becoming self-sufficient. Key among the barriers faced by

single parents are insufficient academic and coping skills. In recognition of

the special needs of this population group, a proposed link between our State

Department of Adult Education, the Bureau of Adult Education and Head Start

should be established to address the particular needs of undereducated single

parents in areas where there is a need for education. Many Head Start parents

are recipients of public assistance. We would connect with Head Start in

order to provide a system of Competency Based Adult Education (including

assessment, education and career counseling, life and parenting skills, basic

education, referral to employment and job placement programs, etc.) This

would be done in a strongly coordinated manner with the Head Start program for

children. Funding for this program would not be extensive ($200,000) but I am

confident that the success of the program will ultimately justify the

financial underwriting.

Again, on behalf of the Senate of the State of Connecticut, I applaud your

Subcommittee's efforts. While the New York Times has quoted Senator Moynihan

as saying, "unless we move beyond welfare, we can now assume that some

one-third of children being born today will be on AFDC before reaching

maturity", I know that you have hope. We do not want that to happen and it is

obvious that this Subcommittee is committed to find ways to solve this

national dilemma because you are devoting your precious time and energy to a

problem that really affects us all, even if we are not poor and have never

been on welfare.

Since I have been an educator and an insurance agent, I can relate to both

the economic and human concerns associated with welfare reform/replacement.

While I represent a wealthy state, we have three of the nation's poorest

cities and I want to see these cities and their people thrive and grow.

In conclusion, I want to address the family living standard that
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Commissioner Heintz outlined in his recent report. American families need an

economic floor to stand on, a level of living beneath which we as a society

will not permit them to fall. This is our responsibility as the wealthiest

nation on earth and while we will no doubt encounter controversy as we

struggle to arrive at a consensus on how this will be achieved, we must agree

at least that a standard must be set. I agree that support services must be

in place to prepare individuals to move to selfsufficiency and to take

advantage of a comprehensive social policy, such as the family living

standard.

The Connecticut family agenda will attempt to hold up the family until we

replace or modify our existing system. Doubtless, there will be increased

debate over a family living standard as there was in the early seventies.

However, we do need to establish a cash assistance plan for families and

eliminate the morass of welfare programs that often do not promote dignity,

encourage people to work or provide a subsistence aage. We should also

consider increasing the minimum wage. I believe that there will be public

support to bring as family income up to a minimum standard of living, if

parental support payments and earnings still leave a family with insufficient

resources and in poverty.

I believe that a family living standard should reflect the basic living

costs in a specific geographic area. It has been proposed that families with

children will receive cash assistance in the form of a family living standard

supplenent based on the difference between the standard and a family's income,

including wages, child support and any other stipend including housing

assistance. Since I know that this Subcommittee is wellversed in this

concept, I will conclude my remarks by stating that I feel this policy has

considerable merit and will most probably be advantageous in the long run to

both federal and state governments.

Again, I thank you for your kindness in allowing me to address this

Subcommittee. We are optimistic in Connecticut. We have had some successes

and we are fortunate to be involved in commen ..ng on the future of federal

policy. We share your concerns for the less fortunate who have hopes and

dreams like the rest of us. Helping people is the most important thing those
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of us who serve in the State Capitol are charged to do. Typically, many of

the issues I have addressed in my family and the workplace package have

traditionally been brought to the Legislattre in a piece-meal fashion. I

believe that our families deserve a more thoughtful approach -- an approach

that takes into account currently existing services offered by state agencies

and adjusts them to address existing concerns. I believe you are doing this

in a comprehensive way on the federal level and I applaud your efforts.

"...Many of the things we need can 'Alit. The child cannot..." (Adapted from a

poem by Gabriela Mistral.)

[Whereupon, at 1:51 p.m., the hearings were recessed.;
[By direction of the chairman the following communications were

made a part of the hearing record:]
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The American Jewish Committee is very pleased to have the op-
portunity to testify on the critical national policy issue of welfare.
We applaud your efforts, Sen. Moynihan, and those of your colleagues to
solicit a variety of views on how to remedy the inadequacies of our
existing welfare system.

The AJC strongly believes that such Congressional attention to this
issue is long overdue. We are encouraged that the kind of bi-partisan
cooperation on possible policy approaches needed to forge change appears
to be emergtng both within the Congress and among interested groups,
The AJC is deeply committed to playing an active role in the public
education and advocacy process that will be needed to bring about
welfare reform.

The recommendations that we will offer today are rooted in AJC's
Statement on Economic Policy and the Poor, adopted at AJC's 1986 Annual
Meeting. That statement is the culmination of a year-long study process
undertaken by a special Task Force on Social Policy. The Task Force met
In a number of cities around the country, heard expert testimony from a
variety of perspectives, commissioned background papers on both public
policy issues and Jewish teachings and tradition on social policy, and
formulated the position statement ultimately adopted by AJC as the basis
for our ongoing work. The policy statement and background papers have
compiled into a publication, The Poor Among Us: Jewish Tradition and
Social Policy, that has been widely circulated to all members of
Congress and to individuals and groups concerned about the issue.

We undertook this effort for several important reasons. First, as
an organization dedicated to promoting economic and social justice, AJC
believes that the nation must vigorously att.Ick the problem of poverty.
Census Bureau data indicate that poverty remains close to its highest
level in two decades, despite a slight drop in 1985. A disproportionate
number of the poor continue to be minorities or those who live in
female-headed households. And perhaps most troubling is that nearly
one-fourth of the nation's children under !Ix now live in poverty.

Second, we have been concerned about the polarization of the debate
over social policy - -a polarization that has paralyzed consensus building
around constructive policy approaches. We hope that the principles and
guidelines AJC has arrived at can help break that impasse.

Third, we believe that religious teachings have a special role to
play in advancing attention to social policy issues. Like the important
discussion sparked by the Catholic Bishops' pastoral letter, AJC's The
Poor Among Us is intended not only to stimulate awareness within the
Jewish community, but also to contribute to the national debate on
social policy.

Several guiding principles shape the AJC's approach to formulating
social policy. We would like to touch on those principles briefly
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before discussing their specific application to welfare reform and the
criteria that we believe ought to be applied to any proposed legislative
initiatives.

Approaches to social policy must balance the fundamental American
principles of communal responsibility to provide for others ana indi-
vidual responsibility to provide for oneself. To successfully balance
the dynamic tension between these principles, approaches must stress
both the proper role of government in providing adequate support for
those who cannot support themselves, and the need for individuals who
can support themselves to attain economic self-sufficiency.

Other basic principles that ABC espouses are the need to examine
costs and benefits of specific programs, the need to recognize that the
poverty population is diverse, the need to identify appropriate roles
for state and local governments and mediating institutions, and the need
to evaluate the efficacy of all social policy programs.

Finally, other principles emerged through our study of Jewish
values in dealing with economic need. Jewish tradition stresses
preventative approaches, including employment and training; the respon-
sibility of each person and the larger community to aid the poor; the
responsibility of the able poor to strive for economic-self-sufficiency;
the responsibility of the community to provide generously for those who
cannot support themselves, and the need for pragmatic rather than
ideological approaches to social policy.

How then, do these principles apply to our views on welfare reform?
We start from the premise that the federal government must take primary
responsibility for welfare programs, and that those programs must be
made more adequate. Benefit levels should be brought closer to the
poverty line and should be made more equitable and consistent across
state lines. The current patchwork quilt of benefits is simply unfair.
While some states provide much more generous assistance than others,
most provide levels at far below the poverty line. Moreover, the real
value of A.F.D.C. fell more th.n 30% in the median state between 1970
and 1985. Another long-overdue reform is mandated coverage of intact
families in which both parents are unemployed. Such families currently
are eligible in only about half the states. Failure to provide such
coverage is a disincentive to maintaining families--a goal the should
underline all social policy.

ABC further recommends that one means of achieving more equitable
benefit levels in a period of diminished resources would be through a
transfer of greater responsibility to the federal government in exchange
for states' assumption of a greater share of other program, such as
road maintenance, waste water treatment and smaller social services.

While much attention is appropriately being given to job and
training programs that would move recipients out of welfare dependency,
it is simultaneously important to stress that many welfare recipients--
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the elderly, disabled, mothers with infant children--will be unable or
should not be expected to work. Still others will need a longer
transition period to move successfully out of welfare and onto employ-
ment. This may be especially true for recipients in long-term depend-
ency who may never have held a job, may lack basic skills or may
other intractable problems. Thus it is critical that, as attention
shifts to employment and training programs, attention to the pressing
need for adequate benefit levels must not be neglected.

The AJC fully supports mandatory or voluntary training and employ-
ment program for A.F.D.C. recipients who can work, in order to assist
them in achieving economic self-sufficiency. Much creative initiative
already has been demonstrated by the states in this area, including
programs such as Massachusetts ET, California's GAIN, and Jew Jersey's
REACH, a new program recently announced by Gov. Thomas Kean. Tne

National Governors' Association just recently has endorsed an approach
calling for mandatory, state-designed employment and training programs
for recipients, combined with binding contractual agreements between the
government and client. Clearly such a comprehensive program cannot be
funded by the states alone and would require additional federal fiscal
resources either through a substantial increase in the Work Irlentive
Program, which has financed many of the state welfare-to-work programs,
or through new legislative initiatives. One bill that warrants atten-
tion is S.51' introduced by Sen. Kennedy, which would authorize bonuses
to states that succeed in training long-term welfare recipients and
finding them jobs.

AJC does not support one type of approach, mandatory or voluntary,
over the other, but rather suggests that flexibility is warranted. We

are hopeful that disagreements among those who argue that work programs
must be mandatory, and toose who argue that mandatory programs are
inherently punitive will not derail a consensus on the widely-shared
goal of promoting economic self-sufficiency. There are some signs that
this may be achievable. As important component of the governors' plan
is the concept of a mutually binding contractual agreement in which the
government agrees to provide vital support services and the client
agrees to strive for self sufficiency. This concept of a mutual
contractual agreement also has been emphasized in two key sets of
recently-released policy recommendations, One Child in four, the

American Public Welfare Association's recommendations on dealing with
families and children at risk, and A New Social Contract, the report of
Gov. Cuomo's Task Force on Poverty and Welfare.

The role of support services is absolutely critical to the
potential success of programs geared to moving welfare recipients into
employment. AJC strongly supports the provision of needed services that
would enable single heads of household--most of whom are women--to care
for their children. Employment and training opportunities hold out
little incentive to an A.F.D.C. recipient who has no child care.
Similarly, the loss of Medicaid benefits may place a head of household
who moves from welfare into a low-paying job without health benefits in
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more dire economic straits than she previously faced. Thererore, ABC is
pleased that the governors' plan places an emphasis on government
provision of transitional child care, medical insurance and other
support services as part of its proposed package. On the other hand, we
are disappointed that the governors have agreed to drop their proposal
for a national minimum benefit level in exchange for Administration
support. vie believe that Congress must deal both wit, jobs and benefit
levels in order to achieve meaningful welfare reform.

While ABC advocates that primary responsibility for welfare should
rest at the federal level, we also believe that specific non-cash
programs such as job training and child care should, where feasible, be
operated at the local level. Mediating institutions that are based in
the community, such as churches, neighborhood organizations, ethnic
groups and businesses, should be utilized to put in place the infra-
structure needed to make welfare-to-work programs viable.

Any discussion of welfare must, as we have indicated, take into
account the diversity of the welfare population. Data from the Univer-
sity of Michigan's Institute for Social Research indicate that while
many individuals at some point experienced short-term poverty, rela-
tively few experienced long-term need. Most of those mired in long-term
poverty (62%) were Black; and most (61%) live in female-headed house-
holds.

Similarly, the A.F.D.C. population is more fluid thant the stereo-
type often automatically associated with it. Many A.F.D.C. recipients
suffer only short-term dependency. Over half of all recipients move off
the roles within two years; only 16% of recipients remain on welfare for
eight years or more.

Based on the long-term multi-state evaluations carried out by the
Manpower Research Demonstration Corporation, we know something about the
potential efficacy of work programs for A.F.D.C. recipients. For one

thing, the programs made the most difference among women who otherwise
were likely to be on welfare the longest--those, for example, who had
never previously held a job. The program evaluations also indicated
that increased pressure to move recipients off the rolls may not
necessarily accomplish mere. Therefore, in fashioning and evaluating
welfare to work programs, it will be critical to scrutinize those
programs carefully. Many short-term recipients may be able to move off
welfare on their own. Others, for whom assistance will be at once more
difficult, more expensive and more important, will pose more of a
challenge. Again, ABC reiterates that work requirements are not a
panacea. Without simultaneously providing both flexibility dnd the
infrastructure of support services needed to make work and training
programs viable, they cannot work effectively.

Finally, the /QC believes that the federal government must also
focus on those family policy issues that have direct relevance to
welter°. Currently ABC is undertaking a comprehensive study of family
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policy, through a special Task Force that is examining the role of both
communal institutions and government policy in maintaining and strength-
ening families. Ultimately the Task Force will be formulating a policy
statement complementary to A3C's social policy statement.

One area that A3C is studying is child support enforcement. We
believe that existing child support requirements should be more vigor-
ously enforced. But such requirements will have a minimal impact on
increasing the economic security of children whose absent fathers are
themselves poor or unemployed. Therefore we believe that careful
consideration should be given to innovative programs such as the
experimental child support enforcement program being implemented in
Wisconsin. Similar recommendations that would treat children essen-
tially as beneficiaries entitled to a guaranteed minimum support level
rather than stigmatizing them as welfare recipients also have been set
fort in the recommendations of the American Public Welfare Association
and Gov. Cuomo's Task Force on Poverty and Welfare.

Another area of concern for us is teen-age pregnancy. The statis-
tics on the number of teen-age mothers are alarming. Teen mothers are
more likely than others to drop out of school, become dependent on
welfare, and to have difficulties escaping out of poverty.

Studies comparing the U.S. with other developed countries indicate
that the higher rate of pregnancy in the U.S. is not related to a
difference in the level of sexual activity, but rather to differences in
societal attitudes and policies regarding sex education and the avail-
ability of contraception. Clearly these are important components in
reducing the epidemic of teen-age pregnancy. Improving the self-esteem
and skills of teen-agers is an equally important part of a preventative
strategy, as is more successful integration of our nation's youth into
the American family system. We believe that preventative strategies
that slight the complex but important issue of values will be inadequate
to the task of reducing teen-age pregnancy.

Finally, when teen-age girls do have babies, then it is critical to
encourage them to complete their education.

Addressing all of the problems associated with teen-age pregnancy
will require cooperative efforts by government, educational systems and
communal institutions.

To conclude our testimony, we would like to state the criteria that
A3C has arrived at as a basis for assessing proposals aimed at alleviat-
ing social need. We believe that these criteria are directly relevant
to the deliberations about social programs that you are undertaking.

-- Do they provide those who need assistance with adequate
resources to meet their basic needs?
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Do they have features that work toward the prevention of
poverty as well as toward short-term relief?

Do they encourage those who can work to assume self-support
through programs such as job training, employment services and
quality child care?

Do they Integrate the support networks of community, family
and neighborhood sufficiently into their programs?

Are they adequately attuned to the appropriate roles that
should be played by the Federal government, state and local
authorities, private agencies and business?

Do they expend public dollars in the most efficient and
effective c,,iy to achieve desired results?

Are provisions for continuous evaluation built into :Togram
implementation?

Do they respond adequately to the needs of specific popula-
tions in poverty, such as the elderly, !Ingle-parents,
children, mentally ill and people able to work?

Do the programs emphasize as much as possible feelings of
self-worth and dignity among the poor?

Do they in general, embody the core values of socia' and
individual responsibility that must inform all of our efforts
on social policy?

Finally, as critical and pressing as the problem of welfare reform
is, we also urge rou to place it in the context of broad social policy
problems -- our troubling national poverty and unemployment rates.
Studies show that, while poverty among female-headed households persists
as a serious concern, the working poor currently constitute the fastest
growing segment of the poor. A report of the Congressional point
Economic Committee reported that high unemployment and falling wages
were tl,e factors most responsible for the seven million increase in the
poor since 1979. We should not lose sight of the need to respond to the
full range of the nation's poverty population and problems. The
economic dislocation faced by many Americans, including displaced
workers from ailing smokestack industries and families in the nation's
farm belt, must be addressed.

While the apparent consensus developing around the need for welfare
reform is welcome and encouraging, there is no reason to assume easy or
early agreement on the specifics of any meaningful programs. There is
nothing really new in the now off-repeated principle of helping welfare
recipients get off the welfare rolls and on to American payrolls,
preferable private Industry payrolls.
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CALIFORNIA FAMILY SUPPORT COUNCIL

February 25, 1987

U.S. Senate
Committee on Finance
Washington, DC 20510-6200

RE: Child Support Comments as described
in Press Release H-16 concerning
Subcommittee on Social Security
Hearings: "Welfare: Reform or
Replacement"

Mr. Chairman, Members of the Senate Finance
Committee:

This statement is submitted on behalf of the
California Family Support Council, the
progessional organization in California for
those responsible for performing the duties set
forth in Title IV-D of the Social Security Act.
The purpose of this correspondence is, first, to
address the budget proposal in the 1987 budget
concerning reduction of Federal funding for
support enforcement; second, to suggest
improvements within the present system and
alternatives as to funding; and, finally, to
offer a word of caution on "welfare reform" and
LAipport enforcement alternatives discussed in
the press.

I

OPPOSITION TO HHS' CHILD SUPPORT ENFORCEMENT
PROPOSALS

A. Reduction in Federal Financial Participation

The Family Support Council opposes the
accelerated reduction in Federal financial
participation to 66 percent two y.ars ahead
nf schedule. The proposals put in effect in
1934 are still being reviewed and sifted.
The reduction of FFP in an orderly rarner
way negotiated with the Federal Government
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U.S. Senate Finance Committee
February 25, 1987
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and incorporated in long-range local planning. Suddenly,
changing the rules of the game, as this proposal will do,
will disrupt long-range plans. It will also discourage
further local and State involvement in the program because
Federal commitments will now appear unreliable. Thus,
undertaking to give effect to the 1984 Amendments will be
delayed in any situation where there must be a rash outlay.
The funding reduction that came with the 1984 amendments and
Gramm-Rudman-Hollings was a bargained for arrangement. This
proposal appears to be a breach of that agreement.

B. Using a cost/collection ratio as a basis for denying State's
incentive funds.

This proposal is an even greater breach of faith than
accelerated reduction of FFP. First, although the proposal
is stated in terms of relating cost of enforcement of
welfare-related support to collections of welfare -related
support, in fact we were advised by Mt. Stanton on February
17, 1987 that is not how it would be calculated. Rather, it
would be total cost, including non-welfare cost, to welfare
collections.

This use of this ratio in this manner relates inappropriate
costs to collections. At the very least, it should be
confined to welfare collection costs, not total costs. To
avoid confusion concerning Congressional intent, if this
proposal is taken seriously legislation should be explicit on
this matter. As Mr. Stanton has interpreted the proposal, 29
states would be denied incentives.

However, even if this language were used, we would still
oppose the proposal. The ratio concerns itself only with
welfare budget savings. It undercuts the intent of Congress
to extend the program to non-welfare cases. Further, it
suggests that paternity cases and orders for small amounts be
given short shrift. Ultimately, it will increase the IV-A
caseload because these cases will not receive adequate IV-D
assistance in getting and staying off AFDC. Census
statistics show that 39% of women who do not receive child
support are on AFDC, but only 13% of those who do receive
support are on AFDC.

This, in turn, demonstrates the irrelevance of this ratio for
any meaningful purpose. It does not incorporate a cost
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avoidance factor. Further, it invariably will be cost
ineffective. This is because it will cause the program to
stop short of its most effective point, that is where the
last dollar invested earns more for the public in the program
than it would in some passive investment.

It you accept this HAS proposal, you will undo the good done
by the 1984 amendments. Even if you accept accelerated
reduction of FFP, this should be rejected, not only because
of the social good done by paternity proof and non-welfare
enforcement, but because backing away from these program
aspects would result in a long-term economic loss to the
public from increased IV-A costs.

C. Periodic modification of support orders.

It is strongly recommended that this proposal be viewed with
caution, if not rejected outright, at least as to non-welfare
cases. While so many support cases are welfare related and,
therefore, demonstrate a public aspect in modification
proceedings, a significant number have no such relationship
when it comes to modification. To mandate that public
agencies must move to modify some movie star's child support
order is to invite adverse press comment concerning the use
of public funds. It also is inconsistent with HHS's funding
cuts described above, and with Gramm-Rudman-Hollings.
Getting a support order is obviously important to the public.
Modifying such orders should be viewed more cautiously.

II

PROGRAM IMPROVEMENTS

A. Drop excessive regulation.

Present program regulations are excessive and badly drafted.
They should be reduced, rewritten, and submitted to a broader
consultative forum than is now being used.

The recently published regulations concerning interstate
cases is one example. While grants established to explore
this problem have not even been fully allocated, and funded
projects not yet completed, NHS is attempting to force a
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revamping of this whole program on all the states. These
regulations demand that all cases go through the state
capitol rather than dire':tly to the county or region where
they will be litigated. By creating a central clearing house
in every state, a new and costly layer of bureaucracy is
being introduced at the same time funds are being cut. There
are detailed requirements about contacting the custodial
parent. Involvement with the custo'ial parent is important,
but the contacts required of responding jurisdictions with
these parents are excessive. They will not speed up the
process, just raise the cost. Finally, it is our
understanding that legal forms for this type of case have
been recently standardized. These will meet the bulk of the
objectives of these regulations. Certainly forms are a lot
cheaper than a whole new level of welfare department
bureaucrats at the state capitol.

The worst example of over-regulation is expedited process.
That the Sacramento County, California judiciary thinks of
these regulations is demonstrated by the enclosed letter to
John Dougherty, District Attorney. That some of the
regulations were legally unnecessary if not ultra vires is
demonstrated by the enclosed ABA House of Delegates Report.
The failure of these regulations to adequately provide for
judicial action to ensure full faith and appropriate criminal
and quasi-criminal sentences has left a void in the program.
Expediting has been measured by time limits in these
regulations. But commencement of the time limits at "filing"
rather than at service of process has created an irrelevant
criteria for measurement of judicial speeJ. And there are
numerous other problems. HHS has argued that its exemption
process (to escape this burden) meets these concerns, but it
is threatening to use this exemption process in a punitive
manner. According to HHS Region IX representatives, it will
require continuing quarterly reports on 100% of the
appropriate cases from exempt counties. No such report will
be required from counties that spend the added $350,000 to
hire an expedited process hearing official.

Income withholding regulations are simi- rly badly drafted.
These are not clear on the impact of the Consumer Credit
Protection Act. Further, they appear to deny the obligor the
power to challenge jurisdiction in interstate transfers.
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The original regulations for Title IV-D were drafted in 1975
by a group of knowledgeable attorneys drawn from all levels
of government. That cooperation is what made the first three
years of the program so effective. That spirit of
cooperation and infusion of knowledge should be restored to
the regulatory process.

A. Reporting requirements and methods of evaluation should be
restructured.

Federal reporting requirements have caused turmoil at the
local level with little discernible advancement of the
program. It was never intended that these requirements
divert funds and staff from program objectives. However,
because the Federal Government has discouraged the use of
random sampling to meet these requirements, except as a
temporary expedient, this is what is happening. Random
saw Ling should be permitted permanently to cut costs.

The misuse of cost-to-collection ratios as a measure of cost
effectiveness is discussed above. Rather, the marginal
dollar concept should be used in calculating that sum. Also,
in computing savings, cost avoidance should be added.
Because of its social purpose, all paternity costs should be
excluded from such costs.

Finally, HHS should be cautioned to avoid publishing
misleading numerical data. Such conduct causes needless
confusion and conflict. As an example, enclosed is a table
published by HES comparing California's collections on
welfare cases with its total grants. The unadjusted ratio
placed California 47th. As a result, unfair publicity such
as that enclosed required staff time and a diversion of
resources for a response. When the data was adjusted to
account for grant size, as is shown by the enclosed report by
the Department of Social Services, California was right at
the national average. This report demonstrates that,
although California is only 10% of the population, it
collects 14% of the nation's child support and, although only
St larger than the next largest state, it has 60% more cases.
HHS's failure to give credit where credit is due has had a
demoralizing effect on child support personnel in California.
The program would be improved greatly if a spirit of
cooperation could be restored.
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C. Keep funding constant.

The negative psychological impact on budgetary staff at the
State and local levels, caused by repeated attempts to cut
funding, is discussed above. Suffice to say that the
continuous changes have drastically reduced our ability to
add to the program.

D. In the alternative, improve fundir.g structure.

1. In computing incentive eligibility: paternity costs
should be dropped from the total. The long-term social
good of this activity cannot be measured in short-term
dollars. Keeping these costs in a collection-related
ratio discourages full implementation of this program
aspect.

2. Drop the "cap" on the non-welfare side of the incentive
structure based on welfare collections. To collect
non-welfare incentives means keeping cases c'n welfare.
Because this encourages IV-A costs needlessly, this
wastes Federal funds. Dropping this cap should be a
powerful incentive to reduce the IV-A caseload.

E. Stop loading the program with new requirements while cutting

funding.

At the California Family Support Council meeting this month,
HHS encouraged the IV-D agency to advertise on billboards for
new nnn-welfare cases. The Administration appears to want to
modify all orders through IV-D. Medical insurance
enforcement is now a program requirement. None of this can
be done with less money. Not all of it is really necessary.

F. Alter the IV-A program to increase the public share.

1. First, drop the $50.00 disregard. It has produced
neither greater cooperation from custodial parents nor
more payments from obligors. It has produced costly
changes in accounting systems, diversion of resources to
deal with unfounded complaints from custodial parents and
welfare rights groups, and an exacerbation of the Federal
budget deficit. It may also be producing increased
welfare fraud since it encourages payment outside the
system.
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2. Second, alter the statutes that required a supplemental
payment of child support to meet requirements of the 1975
legislation. Recently published regulations (Federal
Register, Vol. 51, No. 158, 8/15/86, p. 29223) requires
that such sums be forwarded from collected child support
to families in certain states. In those states, support
enforcement "profits" will be illusory. Since these
regulations also require payment of the $50.00 disregard,
the fiscal savings under the program are being severely
diminished.

3. Third, for tax intercept purposes, adopt at the Federal
level the California community property rule that makes
the total sum refunded from a joint tax return totally
available to repay child support. The present "1040X"
system creates confusion and rewards the obligor's family
for holding out sums often desperately needed by the
custodial parent. If a second spouse has an independent
income and feels aggrieved by this, that spouse may
increase his or her exemptions and reduce withholding.
The present system has resulted in distributions having
to be reclaimed from needy custodial parents and costly
"backing out" of such sums from public treasuries. While
in California this has only been used in interstate
cases, it can only be imagined what a nightmare must have
occurred in states where local law sanctions this
practice.

G. Reinstate and reinvigorate the separation of IV-A and IV-D.

The budget proposal referred to above reintroduces the
concern that IV-A interests are overshadowing IV-D
responsibilities at the Federal level. Relating total
funding solely to IV-A collections means ignoring non-welfare
cases. Further, the enclosed HHS article relating states'
performance to IV-A ;rant recovery reenforces that concern.
The original Title IV-D talked in terms of a single and
separate agency. A narrow definition of governmental
efficiency unfortunately appears to have sacrificed the
independence of the IV-D program and introduced at least the
appearance of a conflict of interest. Congress should call
for a restoration of the original program independence.
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III

COMMENTS ON WELFARE REFORM

Recent proposals in the popular press discuss merging child
support collections with AFDC into some form of income system for
separated and divorced families. While such programs appear
simple and efficient on the surface, I believe there should be a
word of caution. The salary deduction process that this would
entail is not necessarily automatic. It involves acknowledgment
by the obligor Gf his duty to pay. Failure to do so must be
followed up on, and may be more difficult under such a fusion of
responsibility than it is now. The present system did not
develop because any responsible person wanted it that way. But
the individual tailoring of support orders to each person's
circumstances and goals was necessary. The continued
"probationary" supervision of obligors has proven to be the best
way to collect such sums. The proposal in question is similar to
one that in years past emanated from the University of Wisconsin.
Yet not even the State of Wisconsin has enacted this proposal in
total although authorized to do so by the 1984 amendments (PL
98-378). Before such a proposal becomes Federal law, it is
recommended that this Committee, in a most critical manner, ask
of Wisconsin, Why?

Respectfully yours,

Michael E. Barber
Government Liaison
California vamily Support Council

MEB:sm

Enc.
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6uptrior Court of Hy &tate of California
COUNT e Of SACRAMENTO

SACRAMENTO CALIFORNIA YAM*

Rodney Davis. Judge

December 12, 1986

John Dougherty
District Attorney
Sacramento County
901 G Street
Sacramento, CA 95814

Dear John:

We are taking this opportunity to call to your attention
the significant accomplishment your Domestic Relations Department
achieved in meeting the federal time limits imposed for
"expedited child support actions' during the filing period May 1,
1986 to July 31, 1986. This effort required an attention
detail and a commitment to professionalism of which you can be
justly proud. Through the Domestic Relations Department's
successful efforts, Sacramento County will not be compelled by
the federal government to implement a costly and inefficient
administrative hearing procedure.

PD!lh
r: Hon. Eugenr T. Gualo-

Milice Barber
C.on) Whit

Yours v/
k, .1 I.d,

KU MIGS
Judge o the Superior Court

owl piettilTorono
Jud of the SUperio

0
RONALD ROBIE
Juege of the Superior Court
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REPORTS OF SECTIONS 23

Family Law (Report No. 303)
The Section's recommendation was approved by voice vote. It reads:

Be It Resolved, That the American Bar Association urges the Secretary of the
Department of Health and Human Services to rescind that portion of the regula-
tions implementing expedited processes pursuant to Public Law 98-378 which pre-
cludes the States from using "a judge of the court" and to clarify that States may
establish an expedited process using judges as presiding officers.

Individual Rights and Responsibilities (Reports No. 114A, 114B, 114C, 114D,
115,116A and 116B)
The Section's first recommendation (Report No. 114A) concerning access to records
maintained by the National Cnme Information Center was withdrawn by the propo-
nents.

The Section's seond recommendation (Report No. 114B), cosponsored by the Law
Student Division, was approved by voice vote. It reads:

Be It Resolved, That the American Bar Association recommends enactment of
federal legislation dm would:

1) amend the federal wiretap law, Tide III of the Omnibus Crime and Safe
Streets Act of 1968, 18 U.S.C. Section 2510 et. seq. , (hereinafter Title III) to pro-
tect the tramatissiora doll forms of information including voice, data, and video;

2) eliminate the distinction contained in Tide m between common carrier and
non-common carrier electronic communication systems where the system is de-
signed to carry private communications not readily accessible to the public;

3) create statutory exceptions from the prohibition on interception for commu-
nications carried in whole or in part m. public access systems such as ham radio,
CB radio, ship-toshare, and emergency band radio;

4) require the government to obtain a search warrant before gaining access to
private messages stored in the computers of an electronic mail or messaging sy stem

including azcess to messages stored only for transmission backup purposes:

5) grant standing to the user of an electronic mail or messaging system to contest
the lawfulness of the release of the user's messages to the government;

6) amend federal criminal law to prohibit unauthorized access to computers of
electronic mail or messaging systems:

7) create federal privacy protection against the unauthorized disclosure of 0.11'
munications contained in an electronic mail or messaging system; and

8) establish a framework modeled after the Right to Financial Privacy Act I,,
govern government access to customer-controlled information contained in thy
computers of remote data processing service organizations
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We appreciate the opportunity to testify before this

committee on work programs for AFDC recipients. Our testimony

focuses on our nationwide study of employment-related programs

run by state welfare agencies, which we conducted at the request

of Representative Ted Weiss of New York. Our results and

conclusions are described more extensively in our January 29,

1987 report, Work and Welfare: Current AFDC Work Programs and

Implications for Federal Policy (GAO/HRD-87-34), which we believe

is the most comprehensive source of national data on these

programs to date. Today, I would like to focus on some of our

most important findings and their implications for future

work/welfare programs, but first let me describe the source of

our data.

Our review focused on the optional now work prograMs

authorized in 1981 and 1982. Most important in terms of funding

and participation were WIN Demonstrations. They are a modified

version of the WIN program operated by state welfare agencies.

Two of the best known work programs--Massachusetts' ET and

California's GAIN--are WIN Demonstrations. The other programs we

studied were Community Work Experience Programs, called "CWEPs,"

in which welfare recipients are required to "work off" their

grants; employment search programs; and work supplementation or

grant diversion programs, in which AFDC grants are diverted to

employers to subsidize jobs or on the job training. These four

types of programs were operating in 38 states during 1985. We

did not examine regular WIN programs.

1
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Through a mail questionnaire, we collected fiscal year 1985

data on all of the 61 programs in the four categories I have

mentioned that were operating in that year. The programs we

surveyed ranged from major state initiatives, such as ET in

Massachusetts, to small demonstration projects, such As projects

in South Carolina and Ohio to train AFDC recipients as home day

care providers. To get more in-depth information than that

provided by our questionnaire, we visited programs in 12 states,

selected for their diversity.

The experiences of th..1 current programs have a number of

implications that the Congress should consider in developing a

new program to replace WIN and the other work/welfare programs.

I will briefly describe our most important findings and their

implications for policy.

PARTICIPANTS AND SERVICES

First, concerning participation, current AFDC work programs

are serving a minority of the AFDC caseload. In WIN

Demonstration states, where our survey included all the work

programs serving AFDC recipients, we estimated that these

programs reached about 22 percent of all the adults who were on

AFDC during fiscal year 1985. Moreover, an unknown proportion of

the people counted as participants received no services other

than an orientation or assessment.

Unfortunately, the poor being left out of the work

programs include many wh the greatest need for the

services and could yi. he greatest savings to the welfare

2
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system. For example, of the 50 programs with registration or

participation requirements, only 14 required women with children

under 6 yes old to register or participate. While some

programs ence.:age these women to participate as volunteers,

others have neither the capacity nor the child care funds

necessary to serve them. Yet, research shows that young,

unmarried women who enter AFDC when their children are less than

3 years old are the group at greatest risk of spending at least

ten years on AFDC. Delaying a woman's exposure to the labo:

market until her youngest child turns 6 may decrease potential

welfare savings and put her at a disadvantage in the labor market

because of her years on public assistance and lack of r rent work

experience.

Another group that may be underserved by the work programs

are welfare recipients who need education, training or support

services before they are considered ready for jobs. Although

there is little usable data on the characteristics of work

program participants, we observed that some programs exclude

people with multiple or severe barriers to employment such as

poor reading skills, attitudinal problems, medical problems, or

child care and transportation needs. Like women with young

children, people with low levels of education and work experience

are at risk of becoming long-term AFDC recipients. Yet, research

shows that they benefit most from employment and training

programs. Thus, serving them could produce the greatest benefits

in the long run.

3
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Although they are only serving a minority of adult AFDC

recipients, states appear to be spreadi4g their resources thiply

to serve as many people as possible rather than providing more

intensiveand expensive--services to fewer people. While WIN

Demonstrations were intended to be comprehensive programs

providing a range of services including training and education,

the predominant service provided is job search assistance, a

relatively inexpensive service designed to place participants in

jobs immediately, rather than improve their skills first.

Lack of resources is a major reason for the emphasis on job

search assistance: three-fourths of the WIN Demonstrations spent

less than $600 per participant. As a result, many programs must

rely on other sources, such as the Job Training Partnership Act

(JTPA) and local education systems, to serve participants who

need education and training. But these programs may themselves

be unable to serve all eligible AFDC recipients. A recent study

of JTPA showed that service providers often selected those

eligibles who were most job-ready and rejected those with low

levels of education or experience.1

To participate in work programs, AFDC recipients often need

support services, such as child care, transportation, or

counseling on personal problems. However, work programs spend

little money on these services. While almost all programs

offered child care assistance to their participants, half spent

1 Gary Walker, Hilary Feldstein, and Katherine Solow, An
Independent Secto: Assessment of the Job Training Partniiship
Act (Grinker, Walker and Associates, 1985).

4

412



407

less than $34 per participant for this purpose. The programs

depended instead on other sources, such as state and Social

Services Block Grant funds. However, as in the case of training

and eddcation, these sources are often insufficient to meet the

needs of the eligible population. For example, program staff

told us that shortages of state subsidized child care slots were

a major problem. As a result, program staff reported that they

had to exempt some people who were in need of child care,

transportation, or other support services that the programs could

not provide.

Overall, our findings about participation, activities, and

support services suggest that work programs are excluding the

people who need the most help--in terms of child care, education,

or training--before they are ready to go to work. Yet, serving

these people could produce the highest long-run payoffs. While

it would involve higher short-term costs, it is also likely to

yield greater long-term savings.

These findings have several implications for policy.

Requiring states to serve a fixed proportion of their caseload,

with limited funds, may discourage the provision of more

intensive services. It would exacerbate the current tendency to

spread funds thinly over large numbers of people by providing

low-cost services that do little to enhance employability. This

may well be helping the AFDC recipients who are likely to find

jobs on their own rather than those who will be unable to find

work without intensive help.

5
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The Congress might want to consider encouraging or requiring

states to give priority to AFDC recipients who are harder to

employ because of low levels of education or work experience.

Increasing the participation of women with children under 6 is

also a worthwhile goal in terms of reducing AFDC rolls, but

whether these women should be required to participate or simply

encouraged to volunteer is a difficult question in light of

concerns about adequate care for the children and conflicting

opinions about the value of mothers staying home with their

children. Some programs have succeeded in serving this

population. For example, no AFDC recipients are exempt from

Oklahoma's Employment and Training Program (called E&T) based on

the age of their children. In 1985, parents cf children under 6

were 70 percent of E&T registrants and 68 percent of those who

found employment.

Concerning funding, serving AFDC recipients who need more

intensive services or support will require either increasing

overall work/welfare funding or expanding or retargeting other

programs, such as JTPA and the Social Services Block Crant, to

enable them to serve more welfare recipients. Providing federal

matching funds for job search and work experience and not for

education and training, as has been proposed, could discourage

states from providing these services.

PROGRAM RESULTS

The Manpower Demonstration Research Corporation (MDRC) found

that AFDC work programs in four of five states it studied had

414
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modest positive effects on their participants, raising their

employment rates by 3 to 7 percentage points. Data from our

survey of 61 programs show that most Earticipants were placed in

low-wage jobs, with a median hourly wale of $4.14. In half the

programs, fewer than 48 percent of the :".=Licipants left AFDC

after finding work, although their AFDC grant amounts were

lowered. This is due to the low-wage and/or part-time nature of

the jobs found.

The modesty of the results may be related to the tendency of

programs to provide low-cost services that do not enhance

employability in higher-wage and/or full-time positions. The

programs' impacts may also be limited by the difficulty of making

the transition to work for AFDC recipients, whose earnings may

not make up for decreased AFDC, Food Stamp, and Medicaid benefits

and increased child care, trar^nrtation, and other work

expenses. Some states, such as Massachusetts and New York, do

continue child care assistance for 9 months or a year after a

welfare recipient is placed in a job. Also, since these programs

do not create new jobs, they depend on the ability of the local

economy to provide them.

Program success is often measured in terms of placement

rates. Yet, this measure is not sensitive to the ability of the

job to sustain a family off the AFDC rolls for the long term, or

to the differing economic conditions and participant

characteristics facing different programs.

7
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The information we have on program effects has several

implications for work/welfare policy. First, the positive

results are promising, but the modesty o'c these effects cautions

against unrealistic expectations about their effect on the

welfare rolls. However, it might be possible to produce better

long-term results by strategies mentioned earlier, such as

increasing the intensity of services or serving more recipients

who are harder to employ. Program results could also be improved

by providing continued assistance with child care,

transportation, and health care for program participants who are

placed in jobs.

There are also implications regarding the measurement of

success. Developing more sophisticated measures of performance

than are currently used, including Interim progress in achieving

skills or quality of the jobs found, would aid in program

assessment and could encourage serving the hard-to-employ or

providing intensive services. Caution should be used before

developing performance standards to reward or penalize states, to

ensure that the standards are sophisticated enough to reflect

differences in local conditions and clienteles served.

ADMINISTRATIVE ISSUES

The current AFDC work programs are a patchwork of

administrative responsibilities and funding. The regular WIN

program continues to be administered jointly by the Department of

Labor and the Department of Health and Human Services (HHS) and,

at the state level, by the welfare and employment security

8
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agencies. The WIN Demonstrations and the other three work

programs, however, are administered solely by HHS and state

welfare agencies. At the state level, this administrative

division can result in duplication and inefficiency, impeding

development of coherent work programs. The new requirement to

establish Food Stamp work programs means that states must follow

still another set of regulations and reporting requirements.

The different work program options also receive disparate

rates of federal financial participation. The federal government

provides 90 percent of the funding for WIN (including WIN

Demonstrations) up to a state's maximum allocation. The CWEP,

job search, and work supplementation options receive 50 percent

matching grants, which are not capped. Thus, by adopting one of

these latter work programs, a state can supplement its cappped

WIN funds with uncapped funds. This may lead to an emphasis on

activities allowable under these authorities, such as CWEP and

job search. Between 1981 and 1987, WIN funds declined by 70

percent, limiting the resources available for the more intensive

types of services--education and training.

We found that individual programs displayed a great variety

in their dependence on federal funding: for example, the

proportion of federal funding in WIN Demonstrations ranged from

42 to 96 percent, with half receiving less than 80 percent. The

variation reflects states' differing degrees of commitment and

ability to support their work programs beyond the amount they are

required to contribute.

9
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Our findings on administration and fundin3 have several

implications. The multiplicity of program options allows states

to tailor their programs to tl'eir own local needs and to be

creative in trying different approaches. Flexibility does not,

however, necessarily require multiple program authorizations.

Authorizing one program that permits a range of services would

give the states flexibility to meet their local needs and help

resolve the division of administrative responsibility.

Providing stable federal funding with a uniform matching

rate for all options would help stases plan their programs and

emphasize the services they believe are most appropriate. A

number of different federal matching rates have been proposed for

a new welfare employment program. Our results suggest that while

some states would maintain their work program efforts if the

federal matching rate were lower than the current 90 percent for

WIN, others that are currently very dependent on federal ,funding

might cut back their programs.

In concluding this testimony, it is important to mention

that aggregate data can obscure the innovation and dynamism that

is evident in many programs. On our visits we saw many examples

of this: the welfare office in Bangor, Maine, which keeps a

closet\of clothes for program participants to wear to interviews;

the high-level official in New York City's welfare department,

who personally negotiates with other agencies to create jobs for

AFDC recipients; and the cooperative relationship between

Michigan's welfare and education agencies, which results in one-

third of its WIN Demonstration participants being placed in

educational programs.

That concludes my prepared statement; we would be pleased to

answer any questions you may have.
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